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Town Without | 
an Implement Dealer 


HE story about the Island whose inhabitants 
made their living by doing each other’s wash- 
ing may be aptly applied to the town that lacks 
farmers’ patronage. The most indispensable 
business to the farmer in his local town is the 
implement business, and no other enterprise is 
more important to the welfare of the town. 
This fact is so well established that a good town 
in a farming section without a good implement 
dealer is extremely rare. There is a Case dealer in prace 


tically every thriving farm 
The farmer has invested from $5 to $25 in ma- community. The Company 
* maintains close contact with 
chinery for every acre of land he farms. Not only its thousands of dealers and 
does the sale of new machinery in a good farming a ee 
community run into a large volume each year, ash ane 
but the service which only local implement and effectively. 
dealers are in a position to render is indispensable 
to the farmer. If this source of contact and service 
to the farmer is lacking he will soon find his way 


to the next town. 


No other interests are more vital to the sympa- 
thetic progress of both the town and the farmer 
than the local banks and implement dealers. <A 
close co-operation of the two is essential to the 
welfare of the business community as well as 
their own. 


J. I. CASE CO., Inc., Racine, Wis. 


CASE - 


Quality Machines for Profitable Farming 
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«—— (THE JOURNAL COVER ILLUSTRATION: FROM A PAINTING BY WALTER DE MARIS]——~- 


HERE is a world of romance 
in a grain ship, getting its 
American cargo for a foreign 
port. In the murmur of the wheat 
as it spouts from the funnel into the 
hold one might well imagine the 
sounds to be the faint echoes of voices 
from the distant farms on which it 
was planted, grown 
and harvested, with 
all the hopes and fears 
common to mankind, 
and might see in the 
wheat now moving on 
its way to the final 
market the happy cul- 
mination of a season 
of toil. 

A whole world of 
business transactions 
receive an impetus 
from the movement of 
grain out of the coun- 
try when prices are 
favorable, such as the 
means of meeting paper at maturity, 
the means supplied to the farmer to 
pay his bills, and the wherewithal of 
the merchant who is receiving credit 
from a bank and extending credit to 
the grower. 

Not usually classed among the 
architectural beauties of the land, 
the grain elevator nevertheless is a 
vital institution in our economic life 
and, for all the severity of its archi- 
tecture, is not without a certain sol- 
emn majesty, which the artist has 
brought out in this picture. 

How much of the world moves 


around wheat! Though ina restricted 
sense it is commonly called the staff 
of life, it has a motivating force that 
is dynamic and far-reaching, and, 
like other things of power, pro- 
duces different results in different 
places. 
There are America and Italy: 
The Federal Gov- 
ernment . just now 
is making unparal- 
leled efforts to keep 
up the price of wheat 
that those who raise it 
for a livelihood shall 
have a better liveli- 
hood, and that those 
who buy it shall pay 
more for it. Through 
the Farm Board the 
Government is using 
its power to restrict 
the acreage devoted to 
this crop, but in Italy 
Mussolini commands 
that there shall be more acreage and 
more bushels of wheat per acre, and 
he who fails to produce as directed 
shall lose his farm! 


N view of our Government’s ex- 
traordinary experiment it is in- 
evitable therefore that the place of 
wheat in our national life—its reac- 
tions on general business, the impor- 
tance of the grain elevator—hence- 
forth will loom larger in current dis- 
cussion than ever before as the results 
of present effort for farm relief be- 
come more apparent. 
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From Teller 


Baby Tubes are installed beneath the counter as easily as ordinary wiring 


Modern Banks Prefer 


this Straight-Line Protection 


TRAIGHT-LINE protection is as modern as to-day. It vir- 
tually places an invisible bookkeeper at the teller’s elbow 
—for protection against worthless checks. And it is so swift 
and so inconspicuous that patrons never know that their ac- 
counts are being questioned. That keeps customer good-will. 


A Lamson Baby Tube, placed out of sight in the teller’s 
cage, whisks checks or other papers to the bookkeepers and 
returns them, in less time than it takes for the teller to count 
the money twice. 


Modern banks are finding Lamson Pneumatic Tubes a sure 
protection of accounts and good-will. If you have not taken 
advantage of this protection, it will cost you nothing to learn 
all the details. A qualified Lamson representative is ready 
to call and make expert recommendations—without obliga- 
tion to you. Write for a copy of “Protection, Precision, 
Privacy,” a booklet of absorbing interest to banks. 


THE LAMSON COMPANY, SYRACUSE, NEW YORK 
Offices in Principal Cities 


LAMSON 


A Few Users of 
Lamson Pneumatic 
Tubes 


NATIONAL SHAWMUT BANK 
Boston 

CuHemicaL NaTIONAL BANK 
New York 

Corn ExXcHANGE NATIONAL 
BANK Philadelphia 
Farco BANK & UNION 
Trust Co. San Francisco 
CENTRAL Trust Co. oF ILLINOIS 
Chicago 

AMERICAN TRADERS NATIONAL 

Bank Birmingham 

FRANKLIN NATIONAL BANK 
Washington, D. C. 


BABY TUBES 


Put Your Bookkeepers at Your Teller’s Elbow 


When writing to advertisers please mention the American Bankers Association Journal 
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This Month’s Journal 


and 


Your Own Bank 


se ECENTLY,” said a banker who works very hard, “I found 

R time to read my JOURNAL thoroughly. It would be more ac- 

curate to say that I took time. I discovered that by adding 

the experience of others to my own I gained the sort of confidence it 
takes to make banking profitable.” 

When business was not so many-sided and new ideas were objects of 
suspicion to conservative citizens, a busy man was probably able to 
keep abreast of affairs without scheming for a few minutes in which to 
read. When Andrew Jackson was President, the powers and purposes 
of a national Government bank had split the country into bitterly 
partisan groups. The New York Commercial Advertiser of April 15, 
1830, just a century ago, concluded an attack on the project with these 
words: 

“The powerful, and in the hands of a bad administration, the irre- 
sistible and corruptive influence it would exercise over the elections 
of the country constitutes an objection more imposing than all the 
others united. No matter by what means an administration might get 
into power, with such a tremendous engine in their hands, it would be 
almost impossible to displace them (without some miraculous inter- 
position of Providence) .” 

From this distance the problems then involved appear elementary. 
Today it is an international bank of vast potential power that is the 
central target for bouquets and brickbats. Moreover, where there was 
one aggravating economic issue in those less hurried days, they now 
rise by hundreds. One excellent way, therefore, to read the JOURNAL 
effectively and profitably is to select from this summary of articles 
those which answer questions that are in your mind. 


ELVIN A. TRAYLOR, president of the First 

National Bank of Chicago, was one of the 

two American members of the international com- 

mittee of bankers which met at Baden-Baden, Ger- 

many, and erected the legal structure for the World 

Bank as outlined in the Young plan. The task rep- 

resented economic pioneering of dramatic and his- 

torical character. The course of the new bank lies 

in a direction that has never been charted. As it 

gets under way two questions take precedence over 

all others: how will it function and how much power 

will it acquire? Mr. Traylor answers both with 

just enough of the historical background to make “The World Bank 
Embarks” a valuable addition to literature on the subject. 


HE “battle royal’? for possession of the con- 

sumer’s dollar has convinced John G. Lonsdale, 
President of the American Bankers Association, that 
savings banks must “Go Into the Market Place to 
Get Deposits.” In the space of a brief article he 
bulwarks this suggestion with pointed and highly 
useful comments on modern extravagance and the 
need for an active educational campaign. It is the 
old story of the tortoise and the hare, he says, and 
savers should be encouraged to emulate the tor- 
toise. 


ISTORIANS agree that leisure is at once a result of a high social 
level and a stimulus toward higher types of civilization. Nat- 
urally this does not apply to enforced leisure. Professor Hiram 


xamine These Books 
for Bankers 


he Bank and 


Its Directors 
by Craig B. Hazlewood 


Vice-President and Director, First 
National Bank of Chicago; Past Pres- 
ident, American Bankers Association 


Practical summary of the knowledge direc 
should have and the methods they 
make themselves a constructive force in upbuilding 
and managing their institutions. Every bank officer 
and director can benefit by this presentation of 
fundamentals of profitable bank management. In 
addition to a wealth of banking experience, it pre- 
sents comparative statistics and tabulations which 
furnish definite standards of performance. 251 
pages. $3.50. 


B™ Audits and Examinations 


by John I. Millet, C.P.A. 


Provides a complete working basis for carrying 
through either an audit or periodic examination. 
Shows how to check conditions in every department, 
presenting the practice of skilled examiners. Will 
prove invaluable to bank directors and officers be- 
cause of its keen, direct suggestions on organizing 
internal control to give an adequate check between 
examinations; detecting leaks promptly; correcting 
dangerous practices; and applying inclusive tests of 
a bank’s affairs and policies. 490 pages. $6.00. 


B ank System and Accounting 


by Frank Loomis Beach, C.P.A. 


Cashier, Hibernia Commercial and Savings 
Bank, Portland, Ore. 


The best ideas of scores of experienced bankers for 
reducing unit cost of banking operations and in- 
creasing speed and safety. Checks over with you 
procedure by which work is carried on, covering 
both operating and service departments. Explains 
differing principles of operation and accounting ; 
points out short-cuts and safeguards; outlines 
methods employed in newer banking fields; 130 
forms. 373 pages. $6.00. 


B™ Sales 
Management 


by Mahlon D. Miller 


Manager, New Business Department, 
Lake Shore Trust and Savings Bank, 
Chicago. 


Offers counsel and suggestions on how to increase 
your bank’s business profitably. It gives you well 
rounded plans of proved value for obtaining new 
business for each department, and for developing 
existing accounts. It goes into the analysis of the 
field and of the prospects to ensure desirable busi- 
ness. Incorporates the experience of successful banks 
all over the country. 311 pages. $5.00. 


| = Loans on Statement and 
Character 


by Mahlon D. Miller 

Tells how applications for unsecured commercial 
loans should be made out so the banker will get the 
truth dnd the borrower the most favorable considera- 
tion conditions warrant. Shows the factors which 
successful bankers consider, what they look for in 
financial statements, how they interpret or discount 
specific items, and what they approve as sound busi- 
ness policy. Analyzes numerous statements, giving 
bank’s reasons for rejecting each application. 492 
pages. $6.00. 


Sent Postpaid for Examination 
IN AND MAIL THIS 


The Ronald Press Company 

Dept. M324, 15 East 26th Street, New York, N. Y.- 
Send me postpaid the books checked. Within five 
days after receiving them I will remit in full for 
those I wish to keep and return the others, if any, 
to you. 


( ) Hazlewood’s Bank and Its Directors. $3.50 

( ) Millet’s Bank Audits and Examinations. $6.00 
( ) Beach’s Bank System and Accounting. $6.00 
( ) Miller’s Bank Sales Management. $5.00 

( ) Miller’s Bank Loans. $6.00 


(Please Print) 
Address 


Signature 
"Outside continental U. S. and Canada, cash plus 25c per 
book for shipping. Same return privilege. 
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For your gross profits—and net- 


BUSH DISTRIBUTION SERVICE 


100 Broad Street 


April, 1930 


Metropolitan New York 


Whatever your line, your gross profits are likely to be 
far bigger in this rich metropolitan territory than in any 
other local market in the world—for New York has in 
a hundred-mile radius 8 to 20% of the sales possibilities 
of the whole United States. 


But will your costs be so high that the net will not be 
worth the effort? When this question remains unan- 
swered, a good product is kept out of this supreme 
market. But it has been answered, is being answered, by 
several hundred concerns—big, little, and middle-sized 
—selling in every price range, products from canned 
soup to motor boats. They get from New York 


a net profit as good as the gross 


These successful merchandisers in Metropolitan New 
York turn over to Bush Distribution Service the entire 
task of receiving, storing and delivering goods. Bush 
saves them money on physical distribution—and physical 
distribution by Bush is so good, so steady, so sure that 
it’s an actual and potent aid to sales, holding old cus- 
tomers and making their accounts constantly more 
profitable, and helping salesmen and advertising to 
create new and additionally profitable accounts. 


Ask us for “More Profits” 


Our booklet with that title should mean increased gross 
and increased net for you. When you write for it, tell 
us your product and your method of distribution—we 
will write you a special service letter telling just how 
Bush Distribution can help you in this major market. 


Bush Terminal Company 


Please mention this issue of American Bankers Association Journal. 
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L. Jome of Denison University calls un- 
employment a Sword of Damocles hang- 
ing over statesmen. Not only because he 
displays a firm grasp on the funda- 
mentals of labor and production but also 
because he meets a very serious problem 
more than half way, this article can 
be read and re-read with profit. 


E. AMICK, 

vice-president 

of the First Na- 

tional Bank, Kansas 

City, Mo., describes 

how savings banks 

might effectively 

meet the challenge 

of installment sell- 

ing and the pressure 

of investment com- 

panies. They will 

never do it, he is 

sure, by following 

the methods of several years ago. He 

says that if building and loan associa- 

tions are to take deposits they should be 

required to keep proper reserves against 
them. 


OW to remove 

some of the 

risk from loans on 

securities is the sub- 

ject discussed by 

George H. Green- 

wood, president of 

the Pacific National 

Bank, Seattle. He 

believes that collat- 

eral loans should be 

given the same treat- 

ment as commercial 

loans in that a def- 

inite date for liquidation should be 
agreed upon. 


ARRY J.HAAS, 

vice-president of 

the First National 

Bank of Philadel- 

phia, explains the 

mechanics of the 

call loan market and 

how banks in smaller 

centers can use this 

market profitably. 

He furnishes some 

very instructive data 

on the fluctuating 

yield in call loans 

and the new position of America in 
world finance. 


HE good and 
bad in chains, 
groups and branches 
have been dominat- 
ing issues in the dis- 
cussion of current 
trends in banking so 
long that there 
would seem to be 
little that is new or 
startling in the sub- 
ject. . Rolf Nugent, 
of the Russell Sage 
Foundation, de- 
scribes a chain of little banks in Quebec 
which thrive under the protecting arm 
of the parish church. 
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HE engineering 

mind applied to 

economic problems 

is common enough 

in certain industrial 

fields but when the 

same methods are 

turned toward bank- 

ing, certain interest- 

ing results follow. 

Dr. Paul M. Atkins 

starts with the as- 

sumption that twin 

goals of banking are 

better service to the community, plus a 
share in the community prosperity. 


OHN J. DRIS- 

COLL, JR., of 

Philadelphia, writ- 

ing from the view- 

point of the analyst, 

statistician and 

dealer in _ figures, 

says that results 

are the thing. The 

essence of his dis- 

cussion of costs of 

operation is the ne- 

cessity for careful 

sifting of facts and 

details in each department. He includes 

a dozen rules for making money and 

various methods of stopping slow leaks 

in revenue. Here is a minimum of the- 

ory and a great quantity of practical 
information. 


N 1927 the late 

Governor General 

Wood was about to 

leave the Philippines 

on a trip to the 

United States. Con- 

versing with a group 

of friends, he vigor- 

ously reiterated his 

opposition to the 

American Govern- 

ment assuming re- 

sponsibility in the 

islands without com- 

mensurate authority. Since that time 

the economic issues involved have come 

to overshadow the political. George E. 

Anderson, of Washington, D. C., has 

aimed to dissect and examine these vast 
new forces without prejudice. 


ULIUs. 

BARNES, Chair- 

man of the Board, 

United States Cham- 

ber of Commerce, 

Washington, D. C., 

in effect asks the 

question, “Is opti- 

mism justified?” and 

answers, “It  cer- 

tainly is.” He sees 

no ground for as- 

suming that thrift 

is dead or dying in 

the United States. There is more than 

a touch of time-tested wisdom in his be- 

lief that there never was a period in 

America’s history when greater oppor- 
tunities were open to young people. 
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A.D.T. PHONETALARM 


This shows how the sensi- 
tive sound detector is in- 
stalled on the ceiling of the 
vault. It is equally suitable 
for new or existing vaults. 


A Permanent Safeguard 
Bank Vaults 


Inside 


Outside 


Today, tomorrow—many years hence, 
you can always rely on A.D.T. Phonet- 
alarm for sure protection of your vault. 
Drilling, hammering and other noises 
within or on the surface of the vault 
are immediately detected by the sensi- 
tive sound detectors on the ceiling of 
the vault. Actuation of these detectors 
causes an immediate alarm to be 
sounded by the A.D.T. Vault Alarm, 
installed on the outside of the bank. 


A.D.T. Phonetalarm is an Underwriters 
Approved Grade “A” System. Furn- 
ished either for local operation or for 
operation through A.D.T. Central Sta- 
tions in principal cities. 


Settle the question of vault protection 
once and for all—specify A.D.T. 
Phonetalarm. Detailed information on 
request. 


Controlled Companies of 


American District Telegraph Co. 
155 Sixth Ave., New York, N. Y. 


A.D.T. Vault 
Alarm Housing, 
designed har- 
monize with any 
architectural 
scheme. 
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Much Progress is Due to Obstacles 


After the Chicago fire in 1871, the 
San Francisco Earthquake in 1906, 
and the Ohio and Indiana Floods 
in 1913, followed a period of expansion and development. 
Most wars have been followed by prosperity—the Napol- 
eonic, the Boer, the Spanish-American, and, for America, 
the World War. ; 


Necessity generates energy and resourcefulness. Follow- 
ing the period we have just gone through, there is every 
reason to believe that we shall embark upon another 
period of prosperity. 


Philadelphia, due to its industrial and commercial 
importance, will play a large part in the promo- 
tion of business everywhere. From all over the 
world business comes to Philadelphia. Its prod- 

ucts travel around the world. You will be 

serving the business men among your custom- 
ers better if you establish a correspondent 
here. 


Ist Banx 


OF PHILADELPHIA 


THREE OFFICES IN THREE MAJOR LOCATIONS 


Central Office Main Office Centennial Office 
15th & 315 32nd & 
WALNUT STS. CHESTNUT ST. MARKET STS. 


When writing to advertisers please mention the American Bankers Association Journal 
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The World Bank Embarks 


By M. A. TRAYLOR 
President, First National Bank, Chicago 


One of the Two American Members of the Organization Committee for the Bank for International Settlements 


Statutes of Bank for International Settlements Embody Safe- 
guards Designed to Prevent Institution From Obtaining Domi- 


nant Financial Power. 


Fostering of Cooperation and Mutual 


Confidence Between Central Banks Seen as Helpful Result. 


HE Bank for International Settle- 

ments cannot very well be dis- 

cussed without some consideration 

of how it came into existence and 
to gain a proper perspective of the 
B. I. S., as the name of this new organi- 
zation is usually abbreviated in English, 
it is necessary to go back to the Treaty 
of Versailles and some of the incidents 
following it. It must be remembered 
that the Treaty of Versailles did not fix 
the amount which Germany was to pay 
to the allies in the form of reparations. 
This was left to be determined by the 
so-called reparations commission which 
fixed the amount finally at 132,000,000,- 
000 gold marks or roughly $32,000,000,- 
000. 

Developments proved rather soon that 
this was more than Germany could pay 
and it was declared in default with the 
result that the French undertook to ob- 
tain so-called sanctions by invading the 
Ruhr. This led to a complete breakdown 
of German economic life and German 
currency and it was finally felt that both 
for the sake of Germany, as well as for 
the sake of her creditors, something 
would have to be done. This led to the 
appointment of the Dawes commission. 


Dawes Plan Experimental 


"Law committee felt that even then 
the time had not come to fix a defini- 
tive sum for Germany to pay but merely 


Cinderella 


WEN D. YOUNG one 
of the authors of 

the Young plan, speaking 
recently at the University 
of California said that 
“Politics, as she advanced 


to the footlights” after 
the war, “had never seemed 
so charming.” At the same 
time, he said, there was on 
the stage a scullery maid, 
“ragged in clothing, be- 
wildered in her senses,” 
known as Economics. It 
is about the latter that Mr. 
Traylor has written. He 
traces the inevitable rise of 
neglected economics during 
the post-war era. 


set forth certain annuities which in the 
year 1928-29 were to amount to 2,500,- 
000,000 gold marks or about $595,000,000. 
This was to be regarded as the normal 
annual payment to be made by Germany, 


921 


unless increased or decreased in accor- 
dance with a complicated index of pros- 
perity established to show whether Ger- 
many ought to pay more or less than the 
sum set by the Dawes. commission. 

In order to carry out the provisions of 
the Dawes plan there was appointed 
what amounted to a receiver called the 
agent general for reparation payments 
and various other officials who controlled 
the Reichsbank or central bank of Ger- 
many, the railways, the principal reve- 
nues, etc. The agent general for repara- 
tion payments had the right and duty, in 
case he could not transfer payments 
made within Germany to the creditors 
abroad without affecting adversely the 
stability of the German currency, to per- 
mit the accumulation of funds within 
Germany until such accumulation 
reached 5,000,000,000 marks, after which 
Germany would cease paying on certain 
items. Germany also was permitted to 
issue a loan of about $200,000,000, the 
interest payments on which were to be 
a first charge against all reparations. 


Young Committee Formed 


INALLY toward the end of 1928, the 

time seemed ripe to attempt to make 
a final settlement of the problems left 
over from the Treaty of Versailles. It 
was agreed to ask a new committee, also 
of experts, to meet in Paris. This com- 
mittee was appointed on September 16, 
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1928, met for the first time on February 
11, 1929, and was uninterruptedly in ses- 
sion for a period of seventeen weeks, fi- 
nally signing its report on June 7, 1929. 
The committee was presided over by Mr. 
Owen D. Young, from whom it took its 
name. The first and second Hague con- 
ferences made some changes in the de- 
tails of the Young 

plan, but they did 

not alter the un- 

derlying princi- 

ples of the report 

of the committee 

of experts of 

June 7, 1929. 

Perhaps the 
best approach for 
a study of the 
provisions of the 
Young plan is to 
consider how it 
differs from the 
Dawes plan. As 
will be recalled, 
the Dawes plan 
fixed no definite 
term of years for 
German repara- 
tion payments. 

The Young plan 

names fifty-nine 

years so that the 

year 1988 will 

mark the conclu- 

sion of German 

payments, which 

is also, perhaps 

accidentally, the 

terminus for the payments to be made 
to us by our former associates in the 
war. 

Not only, however, did the Young plan 
fix the number of years during which 
Germany was to make payments, but it 
also reduced the amount of the annual 
payments from 2,500,000,000 reichsmarks 
to an average of roughly 2,000,000,000 
reichsmarks for the first thirty-seven 
years and somewhat under 1,600,000,- 
000 reichsmarks average for the last 
twenty-two years. From the German 
point of view the great gain, entirely 
aside from the reduction of payments, 
is the removal of all foreign supervision. 
While she is still required to pledge the 
proceeds of certain controlled revenues 
and the railroads are to continue to pay 
660,000,000 marks a year, there is to be 
no creditors’ committee or other arrange- 
ments whereby her internal affairs will 
be under the control and management of 
foreigners. 


Creditor Nations Also Gain 


ROM the crediters’ point of view, 
there are also a number of gains. 
Germany in future will be compelled to 
make the payments in the currencies of 
the countries to receive the payments. 


AMERICAN BANKERS ASSOCIATION JOURNAL 


April, 1930 


Her obligations will not cease by simply 
paying reichsmarks into the Reichsbank 
but she herself will have to safeguard 
the stability of her currency as best she 
can. In other words, payments will not 
be allowed to accumulate within Ger- 
many with one exception. In case Ger- 
many finds it impossible to make pay- 
ments in the event of a temporary crisis, 
she may claim a moratorium of two years 
but she cannot repeat 
this unless she has 
made good the arrears 
resulting the 
first moratorium. Fur- 
thermore, this mora- 


torium is to apply to only a part of her 
payments as definitely stipulated. 

The annuities are to be divided into 
“conditional” and “unconditional.” The 
latter are to be payable without any right 
of postponement of any kind in foreign 
currencies by equal monthly instalments, 
viz: 660,000,000 reichsmarks per annum, 
to include whatever amounts are required 
for the service of the German external 
loan of 1924.” The result is that the 
creditors, at least to the extent that they 
may be able to sell bonds to ordinary in- 
vestors, receive a commercial in place of 
a political obligation. In place of the 
agent general for reparation payments 
and his associates, some other arrange- 
ment had to be devised to handle the pay- 
ments to be made by Germany. 

This is to be the Bank for Inter- 
national Settlements, in the words of 
the members of the Young committee: 
“A banking institution designed to meet 
these requirements justifies and makes 
logical the liquidation of all political con- 
trols and provides instead machinery es- 
sentially commercial and financial in 
character, which carries with it all the 
support and at the same time all the re- 
sponsibilities that economic engagements 


imply. The process of removing the 
reparation problem from the political to 
the financial sphere which was begun in 
the Dawes plan will thus be carried a 
step further.” It was to organize this 
bank that a meeting of two representa- 
tives from each of the six central banks, 
namely from those of Belgium, France, 
Germany, Great Britain, Italy and Ja- 
pan, and two American citizens was 
called to take place at Baden-Baden last 
fall. 

There was at one time apparently in 
some quarters a fear that this bank 
would be a kind of super-bank which 
might obtain undue control over the fi- 

nancial destinies of the leading 
countries of the world. Every 
safeguard, however, has been pro- 
vided to prevent 
the bank from 
doing anything to 
which a central 
bank of a given 
country may have 
occasion to ob- 
ject, as, for ex- 
ample, the follow- 

ing provision: 
“The operations 
of the bank shall 
be in conformity 
with the mone- 
tary policy of the 
central banks of the coun- 
tries concerned. Before 
any financial operation is 
carried out by or on be- 
half of the bank on a 
given market or in a given 
currency the board shall 
afford to the central bank or central 
banks directly concerned an opportunity 
to dissent. In the event of disapproval 
being expressed within such reasonable 
time as the board shall specify, the 
proposed operation shall not take place. 
A central bank may make its concur- 
rence subject to conditions and may 
limit its assent to a specific operation, or 
enter into a general arrangement permit- 
ting the bank to carry on its operations 
within such limits as to time, character 
and amount as may be specified. This 
article shall not, however, be read as re- 
quiring the assent of any central bank to 
the withdrawal from its market funds 
to the introduction of which no objec- 

tion had been raised by it.” 


The Legal Framework 


HERE were really three separate 

documents drawn up by the confer- 
ence at Baden-Baden. The first was the 
draft charter of the bank or the agree- 
ment to be entered into between the bank 
and the country where it is to be domi- 
ciled, then the statutes of the bank and 
finally a form of trust agreement which 
was to be entered into between the bank 
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and those countries receiving reparation 
payments. The committee provided that 
certain of the articles, thirteen in num- 
ber, “cannot be amended except subject 
to the following conditions: The amend- 
ment must be adopted by a two-thirds 
majority of the board, approved by a 
majority of the general meeting and 
sanctioned by a law supplementing the 
charter of the bank.” 

These thirteen fundamental articles 
deal with the seat of the bank, the ob- 
jects of the bank, the supremacy of the 
Young plan, the capital of the bank, the 
ownership of the stock, the so-called veto 
clause which gives the central bank in 
each country concerned control over the 
operations of the bank, which article I 
have quoted in full—and similar subjects. 

If some of the provisions are examined 
more closely it is found that the bank, 
to start with, is very much limited as to 
capital. The subscribed capital at the 
outset is to be 500,000,000 Swiss francs, 
approximately $100,000,000, of which 
one-seventh is to be guaranteed by each 
of the central banks or some banking 
house of the countries represented on the 
committee at Baden-Baden. Of the sub- 
scribed capital, 25 per cent is to be paid 
in at the time of the organization of the 
international bank and the origi- 
nal seven subscribing central 
banks or banking houses are to 
retain permanently 56 per cent. 

The other 44 per cent is to be di- 
vided among other’ countries 
“provided that offers of 
shares shall only be made 

in countries interested in 
reparations or in countries 
whose currencies, in the 
opinion of the board, satisfy 

the practical requirements 

of the gold or gold exchange 
standard and that the- ° 
amount issued in any 

one of these countries 

shall not exceed 8000 

shares” out of the 

total of 200,000 

shares. 


Voting Stock 
Held Closely 


E_ooriginal 
s u bscribers 
will always retain 
the right of vot- 
ing the stock, 
though they may sell if they so desire 
shares or participating certificates 
which, however, do not carry any right 
of vote. After the original capital has 
been paid in, in the event of an increase 
in the authorized capital, the original 
subscribing countries “shall be entitled 
to subscribe or arrange for subscription 
in equal proportions of at least 55 per 
cent of such additional shares.” 


The management of the bank shall 
consist of the president, who is to direct 
the policies of the bank and be the chief 
responsible officer. He is to be elected 
by the board of directors. He is also to 
be a member and chairman of the board 
of directors. He shall hold office for 
three years and shall be eligible for re- 
election. A general manager is to be ap- 
pointed by the board on the proposal of 
the president. “The heads of depart- 
ments, and any other officers of similar 
rank, shall be appointed by the board on 
recommendations made by the president 
after consultation with the general man- 
ager. The remainder of the staff shall 
ke appointed by the general manager 
with the approval of the president.” 

The board of directors will consist of 
two representatives of each of the origi- 


“And when the storm of war was gone” 


nal seven countries, of which one repre- 
sentative will be the governor of the cen- 
tral bank, if he is willing or able to 
serve. “During the continuance of the 
liability of Germany to pay reparation 
annuities” Germany and France may 
each appoint an additional director. This 
makes sixteen in all. In addition, nine 
persons are to be elected by the follow- 
ing procedure: 


The governor of the central bank of 
each country outside of the original 
seven in which capital has been sub- 
scribed at the time of incorporation shall 
be entitled to submit a list of four candi- 
dates “of his own nationality for direc- 
torship, which may include his own name. 
Two of the candidates on each list shall 
be representative of finance, and the 
other two of industry or commerce. 
From these lists the board may elect, by 
a two-thirds majority, not more than 
nine persons.” So it is expected that the 
board of directors will consist of twenty- 
five members. The elected directors are 
to serve for three years and are eligible 
for reelection. 

As far as the representatives of Amer- 
ica are concerned, since it is evident that 
the Federal Reserve System is not to 

participate, the 
selection of di- 
rectors from this 
country will be 
made from a list 
submitted by 
those banking in- 
stitutions which 
underwrite the 
stock of the bank 
in this country, 
but the men se- 
lected must not be 
objected to by the 
Governor of the 
Federal Reserve 
Bank of New 
York. 
Undoubtedly at 
one time there 
was an idea on 
the part of some 
that the new bank 
might be used for 
inflationary pur- 
poses, but the 
statutes adopted at 
Baden-Baden do not 
confirm any such suspi- 
cion. The bank is for- 
bidden to: 


A—lIssue notes payable at 
sight to bearer. (This pre- 
vents issuing any currency 
of its own.) 


B—Accept bills of exchange. 


C—Make advances to govern- 
ments. 


D—Open current accounts in the name 
of governments. 


E—Acquire a predominant interest in 
any business concern. 


F—Except so far as is necessary for the 
conduct of its own business, remain 
the owner of real property. . . 

(Continued on page 986) 
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Unemployment Is Costly Leisure 


By HIRAM L. JOME 


Professor of Economics, Denison University 


Old Age Pensions, Insurance, A Highly Flexible Program of 
Public Works and Other Remedies Suggested for Surplus of 


Labor. 
1899 to 1925 


VERYBODY fears unemployment. 

It represents serious privation to 

the working man, a shrinking 

market to the business man, a 
sword of Damocles to the statesman, and 
a pathetic waste to society. 

Our system of producing goods in anti- 
cipation of a demand which cannot be 
accurately measured results in frequent 
periods of over-production and con- 
sequent retrenchment. The great merger 
movement, with its emphasis on efficiency 
of management, must, to be successful, 
result in an increased output at a lower 
cost. The seasonal ebb and flow of busi- 
ness is generally an aggravating factor. 
Moreover, although technological im- 
provement-has for a century and a half 
been a continuous cause of the dispiace- 
ment of labor, never before has the 
change been so marked as in the past 
decade. 


Pace Quickened in 1921 


HE accompanying chart and table 
[ reveal the startling conditions both 
in individual lines of manufacture and 


in industry as a whole. The curves rep- 
resenting “physical volume” and the 
“number of persons engaged” were prac- 
tically parallel until 1921, but beginning 
particularly in 1923 the two lines move 
in opposite directions. 

Population is increasing more rapidly 
than the number of jobs. If such con- 
dition indicates leisure with purchasing 
power, it is desirable; but if it repre- 
sents leisure without the ability to buy, 
it is dangerous. 

The average American is able to buy 
about 50 per cent more today than in 
1913. Most of this increase has occurred 
since 1921. What is the recipient doing 
with this extra income? He is shifting 
his wants so as to include a greater pro- 
portion of luxuries and services. The 
annual per capita consumption of sugar 
increased from sixty-five pounds in 1893 
to 110 pounds in 1928. On the other 
hand, the average person consumed only 
slightly more than one-half as much corn 
meal and wheat flour in 1925 as in 1889. 
Fresh fruits and vegetables find their 
way at almost all seasons to the average 
table. Our diet has become diversified. 


Invention 


FARLES LAMB wrote 
almost a century ago: 
“Who first invented work 
and bound the free and 
holiday-rejoicing spirit 
down?” Inventors of today 
seek ways to avoid work 
and they have succeeded so 
well, thinks the writer, that 
the displacement of hands 
by machinery is seriously 
aggravating the problem 
of making a livelihood. He 
discards pessimism and ap- 
proaches the tangled ques- 
tion in a constructive mood. 


Revolutionary Changes 


VEN during the period 1880 to 1920 

the laborers devoted to agriculture, 
lumbering, and fishing decreased from 
49 per cent of the total population to 27 
per cent, while those in industries and 
mines rose from 26 per cent to 33 per 
cent, in professional service from 3.5 to 
5 per cent, and in trade, transportation, 
and clerical work from 12 per cent to 25 
per cent. Domestic service remained 
fairly constant. 

Since 1920 even more revolutionary 
changes have occurred. From 1920 to 
1927 about 2,000,000 persons abandoned 
the farm, the railroad, the factory, and 
the mine. At the same time the popu- 
lation increased to such an extent that at 
least 4,000,000 new workers were added 
to our eligible working population. More 
than 1,000,000 workers were unemployed 
even in the early part of 1920. What 
happened to this horde of 7,000,000? 

Large numbers have been diverted into 
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Industrial Production Grew Almost 175 Per Cent from 
while Workers Increased but 


89 Per Cent. 


non-railroad transportation, into dis- 
tribution, into professional and domestic 
service, into the school room, and into 
many new or previously unimportant 
occupations. Competition has driven 
companies and associations into research 
of all kinds. Business, “the newest of 
the professions,” is being founded on 
facts, the gathering of which is requiring 
the services of numerous employees. 

The average American is using part 
of his higher wage to hire others to 
render him service. An increasing pro- 
portion of the children and youths are in 
school. In 1890 only 5% per cent of 
the persons fourteen to seventeen years 
of age were in high school. This com- 
pares with 26 per cent in 1920 and 41 
per cent in 1926. 


Some Trades Increased 


ENDING the 1930 census figures, 

estimates by various authorities must 
be relied upon to show the recent shift 
in occupations. The numbers engaged in 
certain lines of endeavor appear to have 
increased as in the following table. Some 
of the figures, for instance that for auto- 
mobiles, may be too high on account of 
the fact that a licensed chauffeur or 
truck driver may also be engaged in an- 
other occupation. Moreover, many of 
the students are also workers, as about 
46 per cent of the men and 25 per cent 
of the women are earning a part or all 
of their way through college. 


Increases in Certain Occupations 1920-1927 


Increase 


Occupation 1920-1927 


one and Servicing of automo- 


Movies industrial) 

Telephon 

Barber and beauty parlors... 

Hotels and restaurant: 

School teaching (1920-1926) 

Students in universities, colleg 
and normal schools (1920- 1926). 

Students in secondary 
(1920-1926) 

[Insurance 

Research and statistical, 
estimated at 


Real Wages Rise 


HE dollar will today buy 7 per cent 
more than in 1926 and 65 per cent 
more than in 1920. This tendency to- 
ward a falling price level, whether due 
to technological improvements, mass 
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production, severe competition, the trans- 
fer of credit to speculative uses, or the 
“threatened” gold shortage, will stimu- 
late the demand for goods by those who 
are employed and will thus help to create 
a need for more labor. 

Real wages are being raised both by a 
fall in the cost of living and by a rise 
in the actual money wage. A recent 
study by the National Bureau of Eco- 
nomic Research shows that in terms of 
1913 dollars, the average annual wages 
of the regularly employed factory opera- 
tives rose by 35 per cent from 1909 to 
1928. The increase for railway train- 
men was 28 per cent, for other railway 
workers 35 per cent, and for agricultural 
laborers, 47 per cent. 

The annual purchasing power of all 
wages and salaries paid in the United 
States in terms of 1913 dollars hovered 
around $17,500,000,000 from 1909 to 
1921. Since 1921 it has risen to about 
$29,500,000,000. Prominent industrial 
leaders are converted to the doctrine 
that, since man is the end of all eco- 
nomic activity, high wages are an es- 
sential for our material well being. 


Five-Day Week Spreads 


HE five-day week is becoming in- 
tan common. The bureau of 
labor statistics reports that the men’s 
clothing industry has the largest number 
of establishments and workers on the 
five-day schedule, 53 per cent of the es- 
tablishments and 33 per cent of the 
workers being on the five-day week in 
1928, compared with 49 per cent and 32.3 
per cent in the year 1926. In 1925 only 
1% per cent of the employees in the 
automobile industry were on a regular 
five-day week, but by 1928 this per- 
centage had risen to 30. In the build- 
ing trades the proportion rose from 6.6 
per cent in 1926 to 14.6 per cent in 1928. 
A few other industries are making a 
limited use of the five-day week. 

To constitute an effective remedy for 
unemployment, the five-day week plan 
must yicld a greater annual wage than 
the longer week. This, however, is not 
generally the case. The leisure of the 
shorter working period may stimulate a 
desire for more goods, but such desire 
is impotent as an economic force unless 
it is rendered effective by an increased 
purchasing power. 

The substitution of machinery for 
labor in the productive process reflects 
the abundance of capital and the dear- 
ness of labor. Again, the tendency to- 
ward foreign investments, though recent- 
ly interrupted by the stock boom, is evi- 
dence of the surplus supply of domestic 
capital. Moreover, during the period 
1913 to 1928, when the physical volume 
of American manufactures rose by only 
75 per cent, the assets of building and 
loan associations increased in terms of 
1913 dollars (bureau of labor statistics’ 
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wholesale index) from about $1,248,000,- 
000 to $5,691,000,000; the assets of 
United States life insurance companies 
from $4,659,000,000 to $11,332,000,000; 
and the savings deposits of all banks 
from $8,548,000,000 to $20,173,000,000. 


Savings Rise Swiftly 


HE increase in savings has been 
especially noticeable since 1920, with 
the exception of 1929. The Committee 
on Recent Economic Changes reports 
that “annual savings in terms of dollars 
with a constant purchasing power, from 
1900 through 1913, averaged considerably 
less than $1,000,000,000 a year, while 
from 1922 to 1927, savings averaged 
nearly $2,000,000,000, and for the three 
years ended with 1927, held steady at a 
level somewhat above $2,000,000,000.” 
Accordingly, since capital accumula- 
tions have apparently outstripped our 
industrial activity, a moderate decrease 
in the long-time interest rate is probable, 
a decrease which through rising bond 
prices will tend to augment the demand 
for capital. It is also possible that 
people will restrict their savings and 
will, therefore, purchase more services 
and consumers’ goods, stimulating busi- 
ness activity at home. The falling inter- 
est rate will further force the dollar into 
foreign investments, and will help to 
build up a market for our goods abroad. 
The abundance of capital and the low 
interest rates will provide outlets for 
our displaced labor supply by facilitating 
the financing of inventions and new in- 
dustries. This is perhaps the most im- 
portant effect of the surplus of capital. 
Though human wants are _ insatiable, 
they can be developed only through the 
successful efforts of inventors. 
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A famous industrialist has argued 
that the making of the machine 
furnishes an outlet for the displaced 
labor. Though this is undoubtedly one 
factor in relieving unemployment, never- 
theless if all the displaced labor or its 
equivalent were used in making the ma- 
chine, there would be no inducement for 
its installation. Moreover, machines do 
not read books or play golf. 

The above factors are largely auto- 
matic and long-time adjustments. But 
of what avail is it to the unemployed to 
know that his grandson will have a job? 
Or of what comfort is it to the displaced 
coffin maker to know that he will be 
able to purchase his own coffin at a 
cheaper price? Or of what advantage 
is machinery to the rayon worker who is 
compelled to purchase her own stockings 
on the installment plan? 

Society can aid in the adjustment. 
The government can make plans during 
prosperity and in time of need, act with- 
out hesitation. Otherwise we shall 
resemble the man who during the rain 
was unable to cover the leaks in his roof 
and in fair weather failed to see the 
necessity of such repairs. 

During the past century our exports 
have shifted from a large percentage of 
raw materials to a great proportion of 
finished products; our imports have 
changed from finished manufactures to 
raw materials. The increase in the 
number of tourists abroad, reflecting the 
high average earnings of our people, also 
aids our foreign market. 

Economists have long sought for some 
large, widely distributed and funda- 
mental industry, a producer of perma- 
nent and valuable service rather than 


(Continued on page 991) 
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Trend of physical output of United States manufacturers, 1899 to 1928, number of 
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Farmers Owe Less but Own Less 


By A. G. EVERETT 


Farm Mortgages Pass the Peak. Chief Factors in Reduction of 
Volume of This Class of Mortgage Indebtedness Are Foreclosure 
and Repayment of Loans Through Sale of Lands. High Rates and 
New Conditions May Develop Centralization of This Business. 


OR almost the whole of the past 
decade, certainly up to the fall of 
1928, the farmers of the United 
States received capital advances 
in the form of farm mortgage loans at a 
cheaper rate than any other business in 
the country. To a certain extent this is 
true at the present time, but in the last 
eighteen months a situation has been de- 
veloping which has finally reached a 
crisis indicating a revolution in the en- 
tire farm mortgage loan outlook. 
Primarily the present situation has 
arisen as a result of the general increase 
in interest rates all along the line, part- 
ly growing out of the demand for money 
for speculation in Wall Street, but also 
due to conditions which go back to the 
war and immediate post-war situation. 
The farmers of the country, particularly 
those of the West and Central West, have 
been complaining that the great insur- 
ance companies, farm mortgage com- 
panies and other institutions handling 
farm mortgages are refusing to renew 
farm loans in an increasing number of 
cases without either an increase in the 
rates of interest or more or less material 
reduction in the loans or both. 


Government Seeks Facts 


HE matter has been the occasion for 
extended conferences between the 
Secretary of Agriculture and the Presi- 
dent and is the subject of an investiga- 
tion now being carried on not only by the 
Federal authorities, but also by the com- 
mittee of business men under Julius H. 
Barnes, appointed by President Hoover 
to study the business situation in the 
United States with a view to avoiding 
any serious depression. While most of 
the large insurance companies and some 
of the mortgage loan concerns have de- 
nied that there has been any change in 
their policy in regard to farm loans, sev- 
eral facts are to be noted which indicate 
that there has been a marked change in 
the situation if not in policy. 
Among these facts are the following: 
1. The general movement for the ad- 
justment of the immense farm mortgage 
indebtedness incurred during and imme- 
diately after the war, much of which was 
upon inflated farm earnings and farm 
values, to correspond with present earn- 


New Conditions 


Lae facts and figures 
for stepping stones the 
writer proceeds directly 
toward a conclusion that 
“the general experience” of 
country banks holding farm 
mortgages during the last 
decade has not been such as 
to encourage them to com- 
pete for this class of loans 
while conditions continue 
as they are today. In his 
opinion new conditions wili 
narrow the farm mortgage 
market down to large in- 
surance firms and Govern- 
mental agencies. 


ings and present values, has reached its 
closing phase, if indeed it has not been 
completed. 

2. This readjustment has resulted in 
the liquidation of a considerable portion 
of the indebtedness partly by payment, 
but more generally by foreclosure or sale, 
with the result that the total farm mort- 
gage indebtedness in the country has 
reached its peak and probably is mate- 
rially decreasing. 

8. The dearth of funds for investments 
such as Federal Land Bank bonds caused 
by speculation in Wall Street during the 
past two years has hampered the Federal 
Land Banks and the Joint Stock Land 
Banks for the time being, with the pros- 
pect that when business is actively re- 
newed it will be upon a higher level of 
interest charges. In the meanwhile other 
lending agencies are taking advantage of 
the situation to stiffen their loan condi- 
tions, increase their interest rates and 
commission charges and reduce loans 
either in the amount of the principal or 


926 


by insisting upon gradual reduction of 
the whole. 


The Result of Deflation 


HE present situation is the logical 

development of post-war deflation. 
During the war and immediately there- 
after the high prices for farm products 
led to an immense inflation in farm val- 
ues, with a tremendous turnover in farm 
land, and this turnover, together with 
much general farm financing, led to 
heavy loans on the part of all farm mort- 
gage agencies, often on the basis of in- 
flated values. There was also a great in- 
crease in farm indebtedness to banks. 

When the deflation in all farm values 
took place in 1920 and 1921 many of the 
banks all over the country were com- 
pelled, to protect their loans, to take 
farm mortgages, and this process con- 
tinued for the following five years or so. 
Although much of this business eventual- 
ly was absorbed by the Federal Land 
Banks and the Joint Stock Land Banks 
and accounted for a considerable portion 
of the immense increase in business ex- 
perienced by these Governmental loan 
agencies up to the past year or so, there 
was a great increase in farm mortgage 
indebtedness handled by practically all 
agencies up to 1926. 

By 1927, however, there was a marked 
change in the general course of the farm 
mortgage business. The Federal Land 
Banks and the Joint Stock Land Banks, 
by reason of the special advantages they 
enjoy under the law, had been able to 
force the interest rates on farm mort- 
gages of the class that they can take 
down to a point where the business was 
no longer profitable for most farm mort- 
gage companies. Most of the smaller in- 
surance companies, and, in short, all 
agencies except the very largest concerns 
make something of a specialty of this 
line of investments. There was a gen- 
eral slowing up in the demand for farm 
mortgages, many mortgage loan com- 
panies and smaller insurance concerns 
withdrew from the market. Most of the 
new business offered was taken by the 
Governmental land banks and the latter 
had the advantage in the competition un- 
til the speculative movement in Wall 
Street interfered with the sale of the land 
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bank bonds. For more than a year these 
banks in the dual Governmental system 
have been unable to sell any bonds at a 
price which would enable them to make 
loans in accordance with the terms of 
the law under which they operate. 


Restricted by Law 


HE law requires that they shall 
"cae loans at rates not to exceed 6 
per cent. Since they operate under a 
spread of not exceeding 1 per cent be- 
tween the rate at which the money is 
loaned and the rate of interest borne by 
the bonds they sell this means that they 
must sell bonds bearing an interest rate 
of not to exceed 5 per cent or cut their 
margin of operation. Assuming that 
they could cut this margin to % per cent 
or even % per cent on new business, the 
prices offered for their bonds have not 
been such as to enable them to place an 
issue. 

Moreover, loans in the Government land 
bank system are usually placed on a long- 
term amortization basis, the usual term 
being around thirty-four years, during 
which the principal of the loan is com- 
pletely wiped out. Both the farmer-bor- 
rowers through their loan associations or 
otherwise and the Federal loaning agen- 
cies have hesitated to make loans at the 
maximum rate allowed by law so long as 
there is any prospect of general interest 
rates returning to a point where loans 
can be made on the basis of 4 per cent 
or 4% per cent bonds, as was the case 
for some time up to the middle of 1928. 

The result has been that since no funds 
from the sale of bonds have been coming 
into the banks they have been able to 
make loans only from such funds as 
have come to them as payments on the 
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seems to be no doubt that farm mort- 
gage indebtedness in the United States 
is decreasing at the present time. 

The peak was probably reached two or 
three years ago. Although the business 
of the Federal Farm Loan and Joint 
Stock Land Banks increased enormously 
between 1921 and 1928, much of this busi- 
ness was refunding and it is doubtful if 
there was any material increase in the 
total of mortgage loans outstanding gen- 
erally between 1926 and 1928. It was es- 
timated by the Federal authorities in 
1928 that the insurance companies of the 
country held 23 per cent of all farm 
mortgages, the Federal Land Banks 
about 12 per cent and the Joint Stock 
Land Banks about 7 per cent. Banks, 
mortgage companies and other individual 
institutions held the balance. The three 
agencies account for 42 per cent of the 
whole. 

The most uncertain factor in the situa- 
tion are the holdings of the banks of the 
country. Returns from national banks 
are accurate, making due allowance for a 
certain percentage of dummy transac- 
tions, but statistics from state, private, 
and especially mutual savings institu- 
tions vary so greatly as to mean little 
in arriving at the trend of things. How- 
ever, on the basis of statistics of the As- 
sociation of Life Insurance Presidents 
and the reports of the Federal Land 
Banks and Joint Stock Land Banks, the 
farm mortgage business of the several 
institutions holding this 42 per cent of 
the farm mortgage indebtedness of the 
United States in the past four years are 
shown in the accompanying table: 


BANKERS ASSOCIATION JOURNAL 


927 


estimates that the farm mortgage hold- 
ings of all the banks of the country fell 
from $1,447,000,000 in 1921 to about a 
billion dollars in 1928, and there is every 
reason to believe that there has been a 
decrease in the holdings of these banks 
in the past year in fully as great a pro- 
portion as the holdings of the national 
banks. 

Not all of the insurance companies 
show decreases in their farm mortgage 
holdings—in fact, one, the Prudential, 
showed an increase in its portfolio in 
1929 of about 1 per cent over that of 
the previous year. Some of the smaller 
companies, and at least one of the largest, 
the New York Life, have dropped out of 
the market entirely so far as new busi- 
ness is concerned. No reliable statistics 
are to be had as to the number of farm 
mortgage companies which have discon- 
tinued business in the past five years, but 
the number of failures of such concerns 
in the West and especially in the north- 
western states in 1926-1928 was particu- 
larly large. 


Peak Reached and Past 


SSUMING that the insurance com- 
panies and the Federal Land 
Banks and the Joint Stock Land Banks 
handle about 40 per cent of the farm 
mortgage business of the United States 
and that the proportion of the reduction 
in mortgage holdings of other concerns 
has been at the same rate, the total re- 
duction of farm mortgages outstanding 
in the United States in 1929, as compared 
with 1928, was something like $175,000,- 
000, or about 1.75 per cent of the esti- 


Farm Mortgage Holdings of Three Principal Lending Groups 


1926 
Federal Land Banks 


1927 1928 1929 


$1,077,818,724  $1,155,643,871 
632,475,528 669,798,09 

1,982,412,000 

$3,807,853,964 


$1,194,470,055 
656,516,475 
1,960,022,000 


$3,811,008,530 


$1,197,949,727 

626,979,717 
*1,916,000,000 
$3,740,929,444 


principal or interest of previous loans or 
from the sale of real estate taken over. 
The net loans outstanding in the Federal 


Joint Stock Land Banks.... »475, 
Life Insurance Companies.. 1,941,643,000 


$3,651,937,252 


Land Banks at the end of 1929 showed an 
increase of only $3,479,672 over those of 
the previous year, as compared with an 
increase of $38,826,184 between the two 
previous years and a gain of $77,825,147 
between 1926 and 1927. The Joint Stock 
Land Banks showed a decrease in the 
amount of loans outstanding of $13,281,- 
617 between 1927 and 1928 and a further 
decrease of $29,536,758 between 1928 and 
1929, 


Reasons for Decrease 


HILE the dearth of new money 

growing out of the inability of 
the Government lending agencies to mar- 
ket their bonds at workable rates may be 
accepted as one of the chief reasons for 
the decline in net mortgage loans out- 
standing, the decrease in the business of 
these concerns is little more than the de- 
crease in the farm mortgage business of 
other lending agencies, notably the life 
insurance companies as a group. There 


*Preliminary report. 


National Bank Holdings 


EPORTS of the national banks of 
the country show farm mortgage 
holdings for the fiscal year at $252,083,- 
000; for 1927, $305,209,000; for 1928, 
$325,125,000; and for 1929, $308,785,000, 
which latter sum was reduced to $303,- 
094,000 in the report of Oct. 4. 
Statements of other reporting banks to 
the comptroller show holdings of from 
$72,000,000 to $130,000,000 in these years, 
but since their returns in 1929 show a 
jump, even with certain allowances and 
corrections, to $2,086,152,000, or more 
than any other group of lending agen- 
cies, it is evident that there is something 
wrong with the returns as a result of a 
change in the form of questionnaire sub- 
mitted last year. However, it is probable 
that the holdings of these banks consti- 
tute one of the largest items in the total. 
The Bureau of Agricultural Economics 


mated total indebtedness. It is probable 
that the reduction was considerably 
greater; at least it seems to be beyond 
doubt that the peak of farm mortgage in- 
debtedness in the country has been 
reached and passed. 

A reduction in the outstanding farm 
mortgages in the United States, how- 
ever, does not necessarily mean that the 
farmers are in any better financial posi- 
tion than they have been. Undoubtedly 
the chief factors in the reduction of the 
volume of mortgage indebtedness have 
been foreclosure and a general liquida- 
tion of such indebtedness by sales. This 
has been the case, particularly with over- 
due mortgages held by banks, small in- 
surance companies and mortgage loan 
concerns. 

Sales either to mortgagees or third 
parties have been greatly on the increase 
during the past year and in fact in the 

(Continued on page 987) 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Do Your Own Thinking 


PX F all the strange things in 
history there is nothing 
more astonishing than the 

3 Children’s Pilgrimage of 

1212 in which an estimated number 

of 100,000 children of France and 

Germany set out afoot for the Holy 

Land to wrest it from the infidels. 
There is 

nothing more 

pathetic than 

the fact that 

none of them 

ever reached 

the Holy Land 

except as slaves 

wearily drag- 

ging their 

chains over its 

roads. Great 


numbers of 
these little 
boys and girls, 


mostly of the 

age of 12 years, 

were from 

time to time 

seized by bar- 

barous chief- 

tains along the way, and saw neither 
home nor their comrades again. 
Thousands died on the way, while 
still in Europe, from fatigue, disease, 
accidents at fords and in crossing the 
terrifying pathways over the Alps. 
Hundreds were drowned in the 
ocean. 

The idea of a triumphant crusade 
without resource to arms ran over 
the two countries with the speed and 
the mystery of a contagious disease, 
setting at naught parental authority 
and affection—just as do the ordi- 
nary diseases—and left countless 
thousands of homes desolate. 

Incomprehensible though this 
phenomenon may appear to be at 
this date, mob psychology even in 
this year of 1930 is rampant still the 
world over. 


There is, for illustration, a fine ex- 
ample of it in Russia—first in one 
form and then in another. 

Our own American history reveals 
it here and there through the years. 

A fatal phantasy that child pil- 
grimage of 1212, yet there are mani- 
festations of the same mass spirit in 
this year and these times wherein 
the watchword seems to be “Go!” 


HE chil- 

dren had 

an objective — 

a laudable, if 

mistaken pur- 

pose. Too 

many of the 

adults of today 

seemingly 

have both 

mentally and 

physically the 

incentive to 

wander to and 

fro—both in 

body and mind. 

Like the little 

pilgrims of 

long ago, many 

go into a cer- 

tain kind of 

bondage, many 

are killed by their own folly, many 

are destined never again to get back 

to the contentment of the simple life 
and the simple home! 

Looking back over the banking 
history of America in recent years 
no particularly acute perception is 
necessary to discern the fact that 
even banking has not been immune 
from the effects of mob psychology. 

Do your own thinking, count the 
cost, let not mere mob psychology 
carry you of —you know not whither! 


April, 1930 
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Go into the Market Place to 
Get Deposits 


By JOHN G. LONSDALE 


President, American Bankers Association, 
President, Mercantile-Commerce Bank and Trust Co., St. Louis 


Advertise Special Benefits of a Savings Account and Do Not 
Neglect the Little Saver. This Is a New Age. Old Habits 
of Thrift and Cautious Buying Are Jeopardized by Younger 
Generation’s Capacity for Spending. Optimism is an Asset. 


N this great period of progress, a down payment is not required. ment plans both on the part of the re- 
when one invention supplants an- I am very much in favor of sensible tailer and the buyer. The retailer should 
other in rapid succession, when the installment buying for it has served be convinced he is not placing too great 
chemist brings forth, almost daily, a useful purpose in our economic struc- a financial burden upon his patron in the 


some new discovery to 
disturb the tranquillity 
of business; when hu- 
man wants are being 
multiplied and expand- 
ed; when countless 
tradesmen are battling 
for their share of the 
consumer’s dollar, the 
banker cannot afford to 
sit idly by if he expects 
to survive. The old 
adage that eternal vigi- 
lance is the price of 
success was never truer 
than now in the bank- 
ing world. 

Savings were dealt a 
severe blow in 1929, 
and we must look for 
the causes. One of 
them is the battle royal 
that is being waged 
every hour of the 
twenty-four by trade 
and industry for the 
consumer’s dollar. An- 
other is the changing 
habits and customs of 
our people, 

No matter in what 
direction we may turn 
the opportunity to 
spend presents itself in 
alluring fashion at 
every corner. Spend- 
ing and buying are 
made so easy, sales- 
manship is so_high- 
powered, that it is hard 
to resist the acquisi- 
tion of a new automo- 
bile, radio, furniture, or 


sale of new goods, and 
the buyer should see to 
it that not all of his 
earnings go to meet 
weekly or monthly pay- 
ments, but that some- 
thing is left for his 
savings account. In no 
other way can he hope 
to forge ahead, finan- 
cially. 

It is estimated that 
more than $6,000,000,- 
000 in credit is now in 
force installment 
buying, which, in its 
final analysis, would 
indicate that the Amer- 
ican manufacturer and 
retailer have assumed 
the logical functions of 
the banker in extending 
and financing credit. 
In many cases. too 
much of the working 
capital of the manu- 
facturer and distribu- 
tor is represented in 
open account of undue 
proportions. If install- 
ment buying continues 
at an unregulated rate, 
will there not come a 
time when obligations 
already contracted for 
by the purchaser will 
overbalance his ability 
to buy on future de- 
ferred payments? Pur- 
chasing power then, ob- 
viously, would not in- 
crease in the propor- 
tions of. the past, and 


other luxuries. Installment selling seems ture. It has enabled the consumer to production would be seriously affected. 
to have reached the highest degree of raise his standard of living without long The question is one that is susceptible 
perfection, and has progressed to the waiting. Perhaps, however, there should of deep and protracted study, and I hope 
point, in many quarters, where even be a more judicious use of deferred pay- (Continued on page 993) 
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Facts and Factors in Costs 
of Operation 


By JOHN J. DRISCOLL, JR. 
Driscoll, Millet & Co., Philadelphia 


Complete and Thorough Analysis Leads to Confidence in the 
Future and Greater Profits in the Present. 


Results Count 


But They Must First Be Brought to the Surface Where They Can 
Be Seen and Examined. Unsupported Opinions Are Empty. 


E have no right morally to 

decide as a matter of opin- 

ion that which can be de- 

termined as a matter of 
fact,” said Prof. H. R. Gantt, lecturer at 
Yale University. “If we allow ourselves 
to be governed by opinion where it is 
possible to obtain facts, we shall lose in 
our competition with those who base 
their actions on facts.” 

Most banks seem content to know that 
their operating costs and profits for any 
given period are so many dollars, and 
that these costs and profits are greater 
or less than prior periods. 

The sources of costs and profits are 
either entirely forgotten or it is felt that 
they are impractical of determination. 
The lack of knowledge in this respect 
very frequently gives rise to unsound and 
haphazard conclusions and as long as the 
final result seems satisfactory, an atti- 
tude of “leave well enough alone” is 
adopted. 


Groceries and Bonds 


HIS method of measuring accom- 
plishment is comparable to that of 
the grocer who carried $200,000 in bonds 
in his safe deposit box and periodically 
clipped his coupons, placing them in his 
cash drawer; of course, at the end of the 
year his cash balance and net worth were 
greater and therefore the grocery busi- 
ness must be profitable. If the interest 
on the bonds were eliminated and his 
sources of profit broken down into de- 
partments, his satisfaction might wane. 
This adding of interest to the grocery 
store receipts is comparable to a bank’s 
mixing of the earnings from the use of 
its stockholders’ investment, the profit 
from securities and that from the opera- 
tion of banking departments and basing 
judgment on the final result without any 
consideration to the many and varied 
factors contributing to that result. The 
average bank in-the past three years 
has earned from 60 per cent to 75 per 
cent of its profits from the use of its 
stockholders’ investment and from se- 
curity sales at a profit. 


Buried Truths 


first stop on the 
way to certainty in 
scientific management is to 
capture every possible fact 
about your business and 
pin it down. Opinions, the 
writer argues, are without 
value unless bulwarked on 
all sides by actual figures. 
He thinks many persons in 
business would feel their 
complacency slip if some- 
one showed them an accur- 
ate statistical photograph 
of their banks or other 
businesses. It costs money, 
he says, to “leave well 
enough alone” just because 


Here is an actual instance that has 
been taken from our files: 


$2,150,000 
Demand deposits 4,350,000 
Time deposits, paying 4 per cent.. 6,000,000 


Total liabilities and capital... .$12,500,000 


It showed a net profit for the year 
before dividends, of $85,000 which com- 
pared favorably with the prior year. 
Analysis of its operating costs and 
sources of profit developed the follow- 
ing startling figures: 


Loss on $4,350,000 demand de- 
$10,800.00 


Pp s 
Loss on $6,000,000 in time de- 
posits 15,600.00 
Loss in safe deposit department. . 
Loss in trust department 
Profit from security sales 
Profit from building operation... 
Earned on stockholders’ investment, 
less income and_ franchise 
66,100.00 
$85,000.00 


Comparisons of the different costs 
within each department, interest paid, 
production per person and methods of 
handling work, brought many weak- 
nesses to the surface. Some of the weak- 
nesses contributing to this highly un- 
satisfactory condition were: 


1. Inefficient handling of routine, e.g., a new 
plan of operation dovetailing their proof 
and bookkeeping departments, eliminated 
three of the six bookkeepers. 

. A large number of unprofitable checking 
accounts both large and small. 

3. The highly unwarranted payment of in- 
terest on many checking accounts. 

. Expensive new business campaigns produc- 
ing volume and new business, but not 
profitable new business. 

. The establishment of branches’ where 
growth was restricted and _ sufficient 
profitable business unobtainable to make 
the branch pay. 

. A desire, almost a passion, to periodically 
show increased resources at any cost. 

. Fear that any policy other than that sug- 
gested by the customer would cause ill 
will. 

This bank was making plans and en- 
forcing policies on the basis of opinion 
and not on facts. With proper facts 
before the management and results being 
constantly checked for weaknesses, it 
was possible for this bank to produce a 
reasonable profit in all but its trust de- 


partment. 


Judged by Results Only 


HE analysis of a bank by depart- 

ments and then a further analysis 
of the factors and figures affecting each 
separate department provide an absolute 
measurement of the thoroughness, abil- 
ity and effectiveness of the management 
as a whole or in any particular detail; 
because it is a measure built on results 
and their contributing factors, and in 
the final analysis, management must be 
judged by results. In accordance with 
their management, we have learned to 
classify banks into three divisions: (1) 
those that manage themselves, (2) those 
that allow their competitors to dictate 
their policies and (3) those that allow 
the public to run them. 

Analysis to provide a measuring stick 
must be complete, accurate and on a 
sound foundation. Incomplete, inac- 
curate analysis built on a weak founda- 

(Continued on page 994) 
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Quebec’s Miniature Chain of 


Banks 


By ROLF NUGENT 
The Russell Sage Foundation, New York 


With Parish Steeples for Background 183 Small Banks Have 
Spread Through French Canada. They Are Local, Cooperative 
Enterprises Originally Designed to Furnish Loans Without 
Any Security but Character. Government Requires No Audit. 


UCKED away in back streets, 

in out-of-the-way corners of the 

Province of Quebec, almost en- 

tirely overlooked by commentators 
on Canadian banking facilities, are some 
two hundred little banks known as 
Caisses Populaires (People’s Banks). 
They are French to the core. The signs 
on their walls are French, their balance 
sheets are reported in French, the sole 
language of their business transactions 
is French, and this is probably why they 
are so little known outside of the 
French-speaking population of the Prov- 
ince of Quebec. 

The Caisses Populaires sell shares to 
members and accept deposits from them. 
They lend to members on home mort- 
gages, indorsed notes or, in small 
amounts, without any security. Loans 
are repaid in regular periodic install- 
ments. These banks are cooperative. 
Only shareholders may deposit with them 
or borrow from them, and each share- 
holder must have been elected to mem- 
bership. Tradespeople or business men 
of any kind are not admitted to mem- 
bership because the Caisses Populaires 
limit their service to farmers and wage- 
earners. Business loans and business 
accounts belong to the specialized field 
of the commercial bank on which they 
do not wish to encroach. 


Europe Furnished Model 


HE name of Alphonse Desjardins is 

intimately connected with the his- 
tory of the Caisses Populaires. In 1885, 
Desjardins was a newspaper reporter, 
and in this capacity he came in contact 
with the municipal courts of the cities 
of Quebec and Montreal. These courts 
at the time were flooded with actions 
to collect the principal and exorbitant 
interest charges of professional money- 
lenders. Desjardins was so impressed 
with the urgent need of credit by wage- 
earners and the hardships of high inter- 
est rates, which amounted commonly to 
200 per cent per annum, that he made 
a hobby of the problem of consumer 


Good Samaritan 


F ORTY-FIVE years ago 
a@ newspaper reporter 
in Quebec saw the hard- 
ships suffered by borrowers 
of small sums at interest 
rates as high as 200 per 
cent yearly. Later, in 1900, 
with capital of only $26.40 
he launched a small loan 
business in cooperation 
with the church of his 
native parish. The institu- 
tion prospered and the idea 
spread to other parishes. 
Mr. Nugent relates how 
these unusual community 
banks filled a definite need. 


credit. He became acquainted with the 
experience of the Schulze-Delitzsch 
banks of Germany and the Luzzatti 
banks of Italy, and he spent a great 
deal of time and study in attempting 
to work out a plan by which the prin- 
ciples and experience of these banks in 
Europe could be applied to the needs 
of wage-earners in Canada. 

It was not until 1900 that Desjaidins, 
who had since become an official of the 
Dominion Legislature, formed his first 
bank. He chose the town of Levis, just 
across the river from the city of Que- 
bec. The choice was a natural one, for 
he had been born and educated there, and 
Levis was a residential town with a 
fairly stable population of wage-earn- 
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ers who were entirely French-Canadian, 
like himself. 

The bank started with the modest 
sum of $26.40 in share capital. With- 
in a year it had $4,936 in assets, 
and today it boasts of assets of more 
than $1,500,000. Desjardins became the 
manager of the bank, which has never 
left the custody of the family. Since 
the death of Alphonse, it has been pre- 
sided over by Raoul, a son. 

The by-laws of the Levis bank limited 
its business to residents of the Levis 
parish. The church supplied its office. 
The parish priest became one of the 
directors, and announcements of meet- 
ings of shareholders were made from 
the pulpit, as were announcements of 
other church activities. Membership is 
not confined to members of the same 
faith, but in the French-Canadian com- 
munities in which the Caisses Populaires 
operate, the Catholic faith is almost uni- 
versal. Today the Levis bank owns its 
own building, as do many of the other 
Caisses Populaires, but each remains 
within the shadow of the spires of the 
Cathedral as an adjunct and as an asset 
to the church community. 


Spreads to Other Parishes 


T was not until seven years after the 

Levis bank had been organized that 
Desjardins was satisfied that the experi- 
ence of the Levis bank warranted ex- 
pansion to other communities. These 
seven years had proved several things: 
the institution was sound; it had grown; 
it had filled a definite need. In fairly 
rapid succession, banks were formed at 
Montreal in the parish, L’Immaculee 
Conception, two in separate parishes of 
the city of Quebec, one at Thetford 
Mines, a French-Canadian mining com- 
munity, and several in rural agricul- 
tural parishes. By 1913 there were 150 
banks in operation, and in the formation 
of almost all of these, Desjardins had 
had a part. Many of them he organ- 
ized personally. 

Throughout his interesting and use- 
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ful life, Desjardins remained the father 
of the movement, and in recognition of 
his service he was knighted by the Pope. 
Today his name is inseparably attached 
to the movement and the three district 
associations bear the name L’Union 
Regionale des Caisses Populaires Des- 
jardins. 

The 1928 year book published by the 
secretary of the Province of Quebec 
gives the following statistics of the op- 
eration of these banks: 


Number of banks reporting 
Number of members 
Number of depositors 
Number of borrowers 


Loans made on notes...........-. 
Loans made on mortgages....... 
Bonds purchased 

Total assets 


$2,508,709 
1,286,712 
983,257 
$10,752,329 


Like similar banking institutions in 
Europe, these banks are subject to very 
little government supervision as com- 
pared to banks in the United States 
where the government has zealously pro- 
tected by regulation the depositors who 
intrust their money to banking institu- 
tions. They are incorporated under the 


Cooperative Corporation Act of the 

Province of Quebec. This act is a simple 

enabling act which provides the right 

of certain groups to form Caisses Popu- 
laires and defines 
the method of 
electing commit- 
tees and their du- 
ties. 


Organization 
Is Simple 


HE bank is in- 

trusted to the 

supervision of 

three committees, 

the administrative 

board, the super- 

visory board, and 

the credit commit- 

tee, which are to be 

elected by the gen- 

eral membership. The administrative 

board elects a president, a secretary and 

a manager. Only the manager may be 

paid for his services. An annual meet- 

ing of the shareholders is required, at 

which time elections occur and reports 

of the manager and committees are read. 

The only responsibility which the bank 

has to the state is the submission of 

a sworn copy of its annual report to 

the secretary of the province and to the 

secretary-treasurer of the municipality 

or county in which the bank operates. 

There is no audit required by the state. 

There is no limit by law to the capi- 

talization of the bank and no regulation 

as to the amount of its loans or the 

type of investments which it may make. 

Each bank develops its own by-laws gov- 
erning these points. 

Although an occasional bank has suf- 
fered from defalcations on the part of 
officers or from losses due to bad loans 
or poor accounting methods, the failure 
of the law to provide responsible super- 
vision has apparently proved to be very 
little handicap. The banks themselves 
have developed three central banks lo- 
cated in Quebec, Three Rivers, and Mon- 
treal to serve the three regional unions. 
These central banks, in addition to ex- 
tending credit to the Caisses Populaires 
and accepting their surplus funds on 
deposit, require an annual audit of all 
member banks by auditors of the cen- 
tral bank. These central bank auditors 
approach the institutions they are audit- 
ing from a point of view quite different 
from that of the usual bank examiners. 
The state bank examiner is to a certain 
degree a detective. He is there to un- 
cover breaches of the banking law or 
defalcations. The central bank auditor 
is, on the other hand, indirectly an em- 
ployee of the bank he is auditing. He 
realizes he is auditing a-bank run by 
amateur bankers—that he has an edu- 
cational as well as an auditing function. 
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European§System Similar 


IKE these Canadian banks, the co- 
banks in Germany, Italy, 
Poland, Denmark and elsewhere in conti- 
nental Europe rely on central bank or 
provincial association audits rather than 
audit by the state. The failure of the 


The Levis Branch 


Assets 
Loans and investments $1,512,330 
28,729 


$1,541,059 


$364,985 
1,001,621 
0 


Share capital 
Savings deposits 
Bank loans 
Interest received 
Entrance fees 
Reserve fund 
Provident fund 
Surplus 


law to provide state audit has, if any- 
thing, been an advantage. It has made 
the various local banks turn to their 
central organization for assistance in 
matters of operating practice and ac- 
counting methods. It has developed a 
leadership and a degree of self-disci- 


pline and self-reliance within the move- 
ment that would have been unlikely if 
there were strict state control. 

By far the largest bank is the Caisse 
Populaire at Levis, the first to be organ- 


ized. Its assets and liabilities are shown 
in the table above. 

A further analysis of the item loans 
and investments seems to be of interest. 
In August, 1929, the portfolio of the 
bank contained the following items: 
Loans on indorsed notes or un- 

secured paper 
Loans against shares 
Loans on first mortgages 
Loans to 
Loans to the Diocese 
Loans to hospitals............... 
Loans to municipalities 


Loans to religious orders 


Members Feel Responsible 


VEN a most casual glance at these 

loans and investments shows that 

a great bulk of credit is not being used 

to supply the credit needs of its mem- 
(Continued on page 989) 
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The Economic Aspects of the 
Philippine Question 


By GEORGE E. ANDERSON 


Question of Independence Linked Closely with Fate of Almost 


$300,000,000 in Trade. 


It is Claimed that the Islands’ Pros- 


perity Now Depends on Continued Free Entry of Goods Into 


the United States. 


HE future relations of the terri- 
tory known as the Philippine 
Islands to the Government in 
Washington is a political ques- 
tion which has been agitated for some 
thirty years and more and which will 
probably be settled eventually upon a 
political, though not partisan, basis. 
In connection with it, however, 
are certain economic questions 
which may or may not have a 
determinate bearing upon the 
disposition of the political 
issue but which, in any event, 
require definite knowledge on 
the part of American com- 
merce and finance for intelli- 
gent action whichever way the 
political cat may jump. 

The present agitation be- 
fore Congress has risen in con- 
nection with the tariff bill and 
has been precipitated by the 
demand of certain agricultural 
groups that a tariff be im- 
posed upon certain products of 
the islands, notably sugar and 
coconut oil. 


Sugar and Coconut Oil 


ROTAGONISTS of the 

proposition for a duty 
claim that the admission free 
of duty of 526,235 metric tons, 
more or less, of centrifugal 
sugars into the United States 
annually so depresses the do- 
mestic sugar market that the 
beet sugar producers of the 
United States are unable to 
make a profit on their indus- 
try while the admission of 140,- 
000 metric tons, more or less, of coconut 
oil free of duty each year is the basis 
in large part of the oleomargarine in- 
dustry which competes with the dairy 
products of the American farmer. These 
proponents admit that the imposition of 
a duty on such articles so long as the 
Philippines are under the American flag 
is an anomaly and they therefore pro- 
pose to accede to the demands of certain 
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elements in the islands and grant the 
territory its political independence. 
Opponents of the tariff policy claim 
that the sugar admitted free of duty 
from the Philippines is much less than 
the amounts admitted from. either 
Hawaii or Porto Rico under the same 
circumstances, that it is but a fractional 


th 


The new Philippine Legislative Building, Manila 


part of the amount admitted from Cuba 
under a tariff preferential and is re- 
quired in fact to hold the Cuban price 
within reason; they also claim that coco- 
nut oil is required for other industrial 
purposes than the manufacture of oleo- 
margarine, that the latter is not a seri- 
ous competitor with American butter 
anyway, and that a sufficient supply of 
oil would enter the United States in 
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Political Uncertainty Hampers Growth. 


any event regardless of tariff regula- 
tions. 


Menaces $100,000,000 Exports 


HEY oppose the imposition of a 

tariff not only for these reasons but 
also on the ground that independence 
and the imposition of normal tariffs be- 
tween the United States and 
the Philippines would not only 
ruin American trade in the 
islands, now reaching nearly 
$100,000,000 a year, but would 
also ruin the Philippines eco- 
nomically and eventually po- 
litically and every other way. 
It may be added that the Phil- 
ippine political leaders, both in 
the islands and now in Wash- 
ington working for indepen- 
dence, admit that the severance 
of the political relations be- 
tween the United States and 
the island territory would be 
an economic shock of the most 
serious degree but indicate 
that they would rather accept 
that shock now, with all its 
attendant embarrassments and 
sufferings for the Philippine 
people, than wait until the eco- 
nomic ties between the United 
States and its territory become 
stronger and more closely knit 
than they are at the present 
time and when severance of 
the relations of the two gov- 
ernments would be more diffi- 
cult and lead to even more se- 
rious consequences. 

There are certain economic 
results of the American ad- 
ministration in the Philip- 
pines which must be faced whatever 
the action of Congress may be with re- 
spect to independence. The most im- 
portant of these results is that what- 
ever economic development has taken 
place in the islands since their cession 
to the United States, has been in the 
way of industries almost entirely de- 
pendent upon the American market as 
a result of advantages offered under the 
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American tariff policy. Present indus- 
trial development in the Philippines 
rests almost if not entirely upon profits 
possible only in the free American 
market. 


Effects of Free Entry 


F the $22,000,000 estimated duties 
O on sugar waived by the United 
States last year it is estimated that at 
least $15,000,000 went to the sugar 
growers as a direct increase in price 
which made their industry possible. Of 
the nearly $5,000,000 worth of cigars 
exported last year the United States 
took about 80 per cent, the entire indus- 
try depending upon the American mar- 
ket for its outlet and having only a re- 
stricted market if the American trade 
was withdrawn. The export of em- 
broideries which has ranged as high as 
$5,000,000 in recent years has been based 
entirely upon the American market and 
would have no other market. The $3,- 
500,000 hat trade has been built up on 
the American market which still takes 
75 per cent of the product. The coconut 
oil trade, the copra trade, the dessicated 
coconut trade, all depend upon the Amer- 
ican market since there is no other mar- 
ket which can take them at Philippine 
production costs and a reasonable profit. 
The product of these industries con- 
stitutes 70 per cent of the entire exports 
of the islands. 

A second important result of Ameri- 
can administration has been that Ameri- 
can ideals and standards have been in- 
troduced, the standard of living of the 
people of the islands has been raised 
above that of corresponding classes in 
other oriental countries, wages are high- 
er and the cost of production of Philip- 
pine products has been raised. Econom- 
ically this means that the people of the 
islands are no longer able to compete 
with other oriental countries in the pro- 
duction of commodities common to all 
of them, thus forcing the Philippines 
further into the American tariff system. 
Moreover upon the balance of commodity 
trade favorable to the Philippines built 
up by these conditions rests the parity 
of the monetary circulation of the islands 
with gold, the revenues of the govern- 
ment and the support of all those insti- 
tutions of education, sanitation, and 
general welfare which have resulted 
from American administration. 


Total Exceeds $300,000,000 


HE overseas trade of the Philippines 

in 1929 amounted to $311,597,118 
of which 70 per cent was with the United 
States. The United States imports 
much more than it exports in this trade 
although it has the dominant portion 
of the trade in either direction. The 
trade of the archipelago during the past 
three years may be summarized in the 
accompanying table. 
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IMPORTS AND EXPORTS OF THE PHILIPPINE ISLANDS 


Imports from the United States 
Imports from all other countries 


Total imports 


Exports to the United States...............0- 
Exports to all other countries 


Total exports 


The standardized export trade with all 
countries other than the United States, 
which consists mostly of raw materials, 
is indicated by the remarkably slight 
variation in the export figures. The 
increase in trade in either direction was 
made up largely of the increased trade 
with the United States. In 1927 the 
United States bought from the islands 
$44,559,953 more than it sold; in 1928 
the excess was $31,727,808 and in 1929 
the excess was $31,872,514. 

Of the Philippine exports in 1929 
sugar reached a value of $53,244,149 of 
which the United States took $42,143,- 
930; copra a total of $15,565,821 of 
which the United States took $11,440,- 
898; coconut oil a total of $29,184,942 
of which the United States took $28,- 
900,587; and cigars a total of $3,824,649 
of which the United States took $3,- 
013,345. 


Free Entry Is Vital 


HE free admission of the products 

of continental United States into the 
Philippines is no less of an advantage 
to American trade which, under the ar- 
rangement, is limited only by the con- 
suming power of the Philippine people. 
This is particularly the case with the 
trade in cotton goods, iron and steel 
manufactures, machinery and electrical 
machinery and equipment in which there 


1927 


$71,478,297 
44,373,174 


$115,851,471 


$116,038,250 
39,535,835 


$155,574,085 


1928 


$83,858,067 
50,798,831 


$134,656,898 


$115,585,875 
39,468,671 


$155,054,546 


1929 


$92,592,959 
54,557,316 


$147,150,275 
$124,465,473 

39,981,370 
$164,446,843 


is some competition even under present 
conditions. There is no reason to ex- 
pect that the United States would enjoy 
any greater proportion of the trade in 
the Philippines without tariff advantage 
than it enjoys in other Far Eastern 
countries. On the face of things the 
financial advantage lies greatly with the 
Philippines. An estimate—necessarily 
very rough—of the duties waived on 
trade between the islands and continen- 
tal United States during 1929 may be 
summarized as follows: 
DuTIES WAIVED IN PHILIPPINE-AMERICAN 
RADE 


Waived by the United States 


$22,100,000 
Coconut oil 
Dessicated coconut 
Embroideries 


Tobacco products............... 


15,000,000 
All other products.............. 


5,000,000 
$53,900,000 


Waived by the Philippines 

Wheat flour 
Automobiles and equipment 
Cotton manufactures 
Electrical machinery and appa- 

ratus 
Iron and steel manufactures 
DEORE 
Edible vegetable products 
Other vegetable products 
All other 


$17,100,000 

This give and take in the remission 
of duties is some 300 per cent in favor 
of the Philippines but from the stand- 


$350,000 
1,200,000 
4,800,000 


Tobacco drying on racks with a nipa shack in the background, Cebu Island 


500,000 
2,000,000 
1,000,000 
1,000,000 
1,200,000 
5,050,000 
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Iloilo harbor, Panay Island 


point of revenue the abolishment of free 
trade between the two governments 
would have little effect on the United 
States since the imposition of American 
duties on commodities now coming from 
the islands would simply shut these 
articles out of the American market 
while the chief trade remaining would 
be in commodities like hemp and copra 
which are already on the American free 
list. 


Islands Would Suffer 


HE Philippines would gain revenue 
4 e- the trade could be maintained, 
which it could not be. A very serious 
phase of the matter lies in the fact that 
the trade with the United States, which 
would be left to the Philippines after 
the abolishment of the free American 
market, like the greater part of its trade 
with other countries at the present time, 
would consist of various grades of abaca 
or hemp and similar fibers which are 
largely a natural monopoly of the islands 
or of other raw materials produced by 
the least labor and that of the lowest 
sort. In other words the great mass of 
the products of the Philippines repre- 
senting the chief industrial life of the 
people at the present time has but one 
market, that of the United States, and 
this market would fail them utterly if 
free trade was ended. 
The fact is that the erection of tariff 


barriers between the United States and - 


the Philippines means the immediate 
collapse of American-Philippine trade in 
beth directions—a matter important to 
American business but absolutely vital 
to the Philippines. 

Governor General Davis in a memo- 


randum submitted 
to the authorities 
in Washington in 
February estimates 
on the basis of an 
item-by-item anal- 
ysis of the trade 
by experts that the 
granting of inde- 
pendence and the 
consequent end to 
free trade between 
the Philippines and 
continental United 
States would result 
in an immediate de- 
crease in the total 
trade of the islands 
by some 87 per 
cent or 38 per cent 
without consider- 
ing later and more 
permanent results 
in its effect upon 
buying power of 
the people, the im- 
ports decreasing 
from about $134,- 
650,000 — the 1928 
figures—to something like $84,500,000 
and the exports from $155,054,546 to 
something like $95,900,000. 

He estimates that the exports from the 
United States to the Philippines would 
fall from about $84,000,000 to something 
like $20,000,000 while the exports from 
the Philippines to the United States 
would fall from $115,585,875 to some- 
thing like $25,000,000. 


Products That Would Be Hit 


MONG the reductions in the exports 

of the United States to the Phil- 
ippines, estimated at a total loss of 
$64,000,000, indicated by the Governor 


General are: Cotton and manufactures, 
$9,700,000; automobiles and parts, $3,- 
000,000; gasoline, $2,600,000; lubricating 
oil, $725,000; wheat flour, $4,000,000; 
tobacco products, $2,500,000; silk and 
manufactures, $2,000,000; paper, $1,- 
450,000; miscellaneous foodstuffs, $4,- 
000,000. Estimates by other authorities 
include dairy products, $3,000,000; meat 
products, $700,000; manufactures of 
wool, $450,000. Other principal lines of 
trade seriously affected would be iron 
and steel now amounting to about $15,- 
000,000 of which the United States has 
about $11,000,000; leather and leather 
products, amounting to upward of $1,- 
400,000 of which the United States has 
almost the whole; drugs and chemicals, 
valued at $2,100,000 of which the United 
States has $1,500,000. 

The decrease in Philippine exports to 
the United States as estimated by the 
Governor General includes: sugar, $46,- 
000,000; coconut oil, $24,000,000; des- 
sicated coconut, $3,750,000; copra meal, 
$3,000,000; cigars, $3,800,000; embroid- 
eries, $4,300,000; hats, $2,000,000; cord- 
age, $350,000. The Governor General 
reports as the general opinion in the 
archipelago that the imposition of cur- 
rent tariff rates on Philippine goods en- 
tering the United States would result 
in the immediate closing of the coconut 
oil mills, the dessicated coconut factories 
and the embroidery factories while the 
sugar mills, cigar factories and hat 
factories could survive, if at all, only 
after a radical change in labor conditions 
and the overcoming of very serious and 
some say insurmountable difficulties. 
As above indicated, the industries named 
furnished 70 per cent of the total ex- 
ports of the islands and since on an 
average about 87 per cent of their total 
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Submerged rafts loaded with green coconuts floating down a river in Laguna 
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Ways to Check the Migration 
of Depositors 


By S. N. HOWE 


Building and Loan Associations, Insurance Companies and 
Rapidly Expanding Installment Sales Are Exerting Strongly 


Magnetic Effect on Savings. 


Neglect of Depositors Is Chief 


Among Reasons Cited for Current Migration of Depositors. 


O the question: “What is the 

matter with savings deposits?” 

I would add the more important 

question: “What is the matter 
with savings depositors?” 

A conservative estimate would be that 
a million or more savings depositors, of 
the total number having accounts on 
June 30, 1928, withdrew their money for 
one reason or another before July 1, 
1929. The net decrease in depositors, of 
course, based on figures prepared by the 
Savings Bank Division and reliable esti- 
mates by other authorities, was approxi- 
mately half this number. In other words 
the accounts discontinued during the 
twelve-month period ending July 1, 1929, 
were twice as many as the accounts 
opened. When depositors by the hun- 
dreds of thousands sever relations with 
their respective banks it is a more seri- 
ous matter from the bank’s position than 
when deposits decline. 

Twenty years ago the savings bank 
had no competitor for the bulk of the 
savings of the people. Today the sav- 
ings bank account has a number of very 
worthy competitors, and many unworthy 
ones. 


No Longer a Monopoly 


N recent years, many of our old 

time savings customers have become 
interested in making investments. Insur- 
ance companies, mortgage firms, invest- 
ment houses and building and loan 
associations are also in the field outbid- 
ding banks in many instances for the 
savings of the people. The savings 
monopoly of twenty years ago has been 
broken up into many parts. This leads 
me to say that we cannot meet competi- 
tion with old methods. 

One of the weakest links in savings 
banking is the absence of all personal 
contact between banks and the cream of 
their business. And it is right at this 
spot that the competitors of our banks 
strike hardest, for they have found by 
experience that with the personal con- 
tact broken it is much easier to win 
these customers away than where the 
contact is maintained. 


No Monopoly 


A SGRESSI VE competi- 
tion by new agencies 
using new methods has 
broken up the old monopoly 
of savings enjoyed by banks 
for twenty years. Syste- 
matic saving and a gradu- 
ated scale of interest so as 
to favor the least active ac- 
counts “are two methods 
suggested for getting new 
accounis and holding old 
ones. Recently certain sec- 
tions of the country have 
reported an upward trend 
but over a long period, he 
maintains, the pendulum is 
swinging against savings 
banks. 


There can be no doubt as to the truth 
of this statement, because we find these 
agencies specializing on establishing per- 
sonal contacts with these depositors by 
showing a personal interest in their wel- 
fare. 

Next in importance to visits by the 
bank’s representatives to certain valu- 
able depositors, tellers should be more 
diligent today than ever before, in show- 
ing a personal interest in their custom- 
ers’ needs under every circumstance. It 
should be the constant ambition of every 
teller always to serve promptly, cour- 
teously, interestedly and to the utmost 
of his ability. 


Chief Point of Contact 


T is imperative that the window ser- 
vice in our banks be made as attrac- 
tive from the depositors’ standpoint as 
it is humanly possible to make it. As 
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every bank officer knows, three-fourths 
of a bank’s savings depositors do not 
meet the officials of the bank, but the 
tellers only, consequently they judge the 
bank’s service by the service rendered 
at the window. It is their only point 
of contact. Consequently, it makes a 
lot of difference in the progress of the 
department, as to whether or not cus- 
tomers regard their respective tellers as 
being obliging, painstaking and sincere 
or indifferent, careless and snobbish. 

The time has come to lay cards on the 
table and call a spade a spade, and point 
out to every member on our respective 
staffs that it is not enough in banking 
today to be efficient in figures and in 
bookkeeping, but that it is of equal im- 
portance to be adept at handling cus- 
tomers so that each will feel that he can- 
not afford to sever the personal ties 
which bind him to his bank. 


Pre-Spent Pay Checks 


TH many manufacturers and re- 
tailers selling their goods to the 
public through easy installment methods 
and with this same installment plan of 
financing gaining in popularity by leaps 
and bounds, our bankers are confronted 
with a condition in which a division of 
the pay check is already apportioned 
even before it is received by the wage 
earner. 
Too often savings banks are not in on 
the split-up. The radio man, the auto- 
mobile dealer, the clothier, the insurance 
company, the building and loan associa- 
tion and many others, receive a share 
with the result that the savings bank ac- 
count gets what is left, and as is too 
often the case, there is nothing left. 
Not only have those who have utilized 
the modern installment plan of payments 
been getting their share year after year 
with reasonable’ regularity but they have 
*been making the installment plan of 
financing more and more effective. 
Practically every automobile dealer is 
on a monthly payment basis, and a few 
are introducing semi-monthly payments. 
The dealer in merchandise no longer 
(Continued on page 997) 
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What's Wrong with Latin 


America? 


By EMMETT HARRIS 


Number of Key Export Commodities in that Part of the World 
Have Been Overproduced Because Prices Were Artificially 
Maintained. Sugar and Coffee Familiar Examples. The “New 


Economic Law” Not of Long Duration. 


HE world seems in the grip of a 

widespread price depression. 

Whatever its causes, whether 

from overproduction or under- 
consumption, the facts remain. Most of 
the staple commodities in world trade 
have fallen in price and many of them 
are the chief money crops of the princi- 
pal Latin American countries. 

The leading mineral products of Latin 
American countries, forming such a large 
proportion of their export trade, are all 
suffering from price recessions that have 
curtailed production and caused wide- 
spread unemployment. The value of ex- 
ports has dwindled in most Latin Ameri- 
can countries as a result of lower prices. 
The lag in import decline which usually 
occurs under such conditions, due to the 
arrival of goods bought or contracted 
for before the declining purchasing 
power at home could be apprehended by 
importers, has left many countries in a 
rather serious exchange position. Pay- 
ments for imports bought at high prices 
have had to be made with exchange re- 
ceived from exports sold at low prices. 


Purchasing Power Declines 


HE result has been a serious short- 

age of Latin American paper in the 
exchange centers of the world. Latin 
American exchange rates have fallen 
and with them the purchasing power of 
the Latin American peoples abroad. 
With their currencies less valuable the 
volume of their purchases dwindles even 
if the same amount of their incomes 
were available for the importation of 
foreign-made goods. The fall in imports 
from abroad under such conditions is in- 
evitable. It merely completes the cycle 
which is started when inflation, whether 
it be in actual commodity values or in 
the prices paid for shares in industrial 
enterprises, suddenly bursts, impairing 
the purchasing power. of millions. 

The theory has been advanced for some 
years now by politico-economists that 
basic conditions were safe so long as 
there was no speculation in commodities. 
These theorists have apparently over- 
looked the fact that where commodity 


Overlooked 


Ta theory has been ad- 

vanced for some years 
now by politico-economists 
that basic conditions were 
safe so long as there was 
no speculation in commodi- 


ties. These theorists have 
apparently overlooked the 
fact that where commodity 
values are being artificially 
maintained through the use 
of credit, the resulting 
overproduction will inevi- 
tably create such huge sur- 
pluses that they can no 
longer be financed, with 
consequent abrupt price re- 
cessions that bring chaos. 


values are being artificially maintained 
through the use of credit, the resulting 
overproduction will inevitably create 
such huge surpluses that they can no 
longer be financed, with consequent 
abrupt price recessions that bring chaos. 
A number of the key export commodi- 
ties of Latin America have suffered ex- 
actly this fate. Add to this the abnor- 
mal demands for credit to maintain the 
greatest stock market boom in history, 
and it can be clearly seen that no spec- 
ulation in the commodities themselves is 
needed to create a dangerous situation. 
The use of credit to defeat the laws of 
supply and demand can bring about over- 
production just as surely as conditions 
which bring about speculatively high 
prices and with the same result. 

Since November last price recessions 
in sugar, coffee, cacao, wool, wheat, 
cotton, silver, petroleum and tin have 
all vitally affected Latin American coun- 
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Leads to Recession. 


tries. American investments in those 
countries have felt the effects. In Cuba, 
where our investments have been largely 
in the sugar industry, overproduction, 
largely traceable to those investments, 
has created a price recession that has 
been severe and far-reaching in its con- 
sequences. Over a billion dollars in- 
vested in the Cuban sugar industry has 
earned no return in the past year. Re- 
trenchment and economy have resulted, 
with disastrous effects upon Cuba as a 
market for our exports. 


The Artificial Price Utopia 


OFFEE accounted for from 60 to 90 

per cent of the total exports of six 
Latin American countries in 1927 and 
the high prices which coffee has brought, 
largely through the maintenance of an 
artificially high price structure, have 
been largely responsible for the excellent 
conditions in the coffee countries of 
Brazil, Colombia, Costa Rica, Guatemala, 
Nicaragua and San Salvador. The main- 
tenance of these prices and prosperity of 
these countries have been dependent upon 
the success of the valorization scheme, 
which in turn has sought its financial 
support in world money markets where 
credit had long been obtained on fan- 
tastic rather than on real considerations. 
The production encouraged by these 
prices finally became greater than even 
such inflated credit structure would bear, 
and with its collapse prices became lower 
than the normal trend would have 
brought them had production not been 
encouraged. While the economic Utopia 
lasted, however, the coffee countries were 
the scene of intensified, if not feverish, 
activity. New railways were built, mu- 
nicipalities borrowed against future in- 
comes, which were based on revenues to 
be derived from taxes on inflated land 
values—all traceable to the high prices 
of coffee, artificially maintained. Man 
had discovered a new economic “law.” 
Prices could be fixed if money could be 
had to keep surpluses off the market. It 
made little difference how much of a 
product were grown or produced. If the 

(Continued on page 999) 


Unfair to Federal Reserve Banks 


66 HERE has been for some time a growing senti- 
ment among the member banks of the Federal 
Reserve System that the distribution of earnings of 
the reserve banks provided for in the Federal Reserve 
Act was unfair to them, and unduly liberal to the 
Government,” says George W. Norris, Governor of the 
Federal Reserve Bank of Philadelphia, in a letter to 
the JOURNAL. “This feeling is generally shared by the 
officers of the reserve banks. Just what form the 
amendment of the Act should take is a matter which 
‘involves the consideration of a number of factors that 
do not appear upon the surface. Governor Harding, 
however, has performed another useful public service 
in suggesting an amendment, and bringing the mat- 
ter up for general discussion. It is to be hoped that 
agreement can be reached upon some plan which will 
be generally satisfactory to the member banks, and 
‘which may at the same time secure the approval of the 
Congress.” 


Our Too-Good Servants 


HAT old saying that history repeats itself may 

have to be revised in so far as American Govern- 
ment is concerned to include the thought that history 
contradicts itself. This is revealed in such things as 
the changed attitude relative to railroads. The Govern- 
ment that once looked with a suspicious eye upon rail- 
road consolidation now has a plan to consolidate all 
the railroads into a few big groups in the interests of 
efficiency and savings to the public. 

Price-fixing between members of the same associa- 
tion was regarded as conspiracy for the benefit of the 
few at the expense of the consumer. Control of output 
or lessening thereof was therefore a means to the same 
end and as such unfair and unlawful. But lately we 
have come to a new order. The Federal Oil Conserva- 
tion Board, composed of four members of the Presi- 
dent’s Cabinet—the Secretaries of the Interior, of 
War, of the Navy and of Commerce, taking cognizance 
of the fact that there is too much gasoline, recently 
addressed a letter to the refineries suggesting a cutting 
down of refinery output. Operation on a six-day-a- 
week plan was indicated as a first step in the neces- 
sary curtailment. 

This remarkable change of official attitude is not 
a thing to be scoffed at. Rather it is an evidence of 
a new enlightenment that has come to us with the 
years, and in view of this enlarging experience, the 
intent of some of those who in the past were regarded 
as merely shrewd was after all good and sagacious. 

We may have occasion to change our ideas of right 
and wrong oftener in the future because the bases of 
many of our beliefs were established in the days of 
hand labor, ox: teams, and crude factory methods 
whereas we have in recent years been building marvel- 
lously efficient machines, and developing successful 
mass production methods. The machines, once our 
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servants, are beginning to exercise a sort of domi- 
nance over all of us. Many a man confesses that he 
finds all the splendid conveniences of life becoming a 
burden in themselves, and sighs for the relief of the 
simple life. The machines produce and man must carry 
away and consume all they produce or suffer a penalty. 

So we come to new attitudes and new philosophies, 
the first illustrated by the change of authority on the 
subject of merger, curtailment and price fixing; the 
second illustrated by the new philosophy of spending 
and buying that we shall keep up prosperity—and keep 
up with the machines! 


Comparisons 


MEMBER of the Farm Board has been quoted as 

saying that the Board in its efforts to establish 
reasonable prices was not attempting anything new 
in principle. Similar things, he averred, had already 
been done “for manufacturing industry through the 
protective tariff and the Department of Commerce, 
for the railways by land grants and loans, for labor by 
the tariff, the immigration exclusion laws and others, 
for finance by the Federal reserve act and other con- 
structive laws, for shipping by loans, subsidies and the 
general help of the Shipping Board.” 

All of this carries the implication that the farmer 
has in no way benefited from any of the acts that are 
quoted. There has been a general notion abroad that 
the farmer was a beneficiary of the tariff in ways both 
direct and indirect. At least there is many an item in 
the tariff schedules inserted for the sole benefit and 
protection of farming. The high wages which have so 
long prevailed in industry have been no detriment to 
the farmer. Be prices for farm products what they 
may, the prices are probably better for the farmer 
than if the country were wide open and all wages were 
by an influx of immigration reduced to low levels. 

There have been land grants to railroads it is true 
but let it not be forgotten that there have been land 
grants to farmers and there are today land grants for 
farmers. Land grants to railroads have not been a 
thing apart. The farmer needs the railroad. The 
value of his land has been increased by it. The rail- 
road helps to make his market for him—without it he 
would be isolated and often his crop would be useless. 
What the Government did for railroads during the 
World War is by no stretch of the imagination a thing 
for comparison. That was not done for the railroads 
alone but for the nation of which the farmers are a 
part, that is, for the support and maintenance 
of the soldiers and the sailors from the farms as well 
as from the cities. We can not take a separate act of 
national defense, and set it aside as special benefit 
conferred upon highways used for the common good 
and for the defense of our liberties. 

There can be no just comparison of facts between 
the Federal Farm Board and the Federal Reserve 
System. The Farm Board has set up what it deems 
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to be a reasonable price and then stood ready to pour 
out millions of dollars of public funds in an effort to 
maintain that price for wheat. 

On the other hand, the Federal reserve banks were 
established by bankers with the funds of the banks 
(not Government funds) and the Government takes 
as a franchise tax from year to year a portion of the 
earnings of these banks which is now beginning to 
be regarded as unfair. Can there be any analogy be- 
tween the two operations—the one taking public funds 
out of the treasury to make prices higher and the 
other turning earnings into the treasury? 

Again the Federal Reserve System is not a thing 
apart from farming. One thought in creating it was 
to strengthen banks everywhere and to make avail- 
able more credit to banks in agricultural regions as 
well as in cities, and a special provision gives agricul- 
tural paper a longer maturity than that accorded to 
other classes of paper offered for rediscount. 


Interest on Deposits 


HE prospect of continued low time-money rates 

has had the inevitable effect, in the New York 
area at least, of paring down interest rates on de- 
posits. But with call money touching 2 per cent in 
the outside market and time-money of all kinds corre- 
spondingly cheap many investors and even corpora- 
tions were taking advantage of the 314, 4 and even 
41% per cent being paid on deposits. 

The Clearing House Committee announced a gen- 
eral reduction effective March 26 of 1% per cent in all 
New York Clearing House members “on certificates 
of deposit payable in thirty days from the date of 
issue, and on certificates of deposit payable within 
thirty days from demand, on credit balances payable 
on demand and on credit balances payable within 
thirty days of demand.” The rate to banks and trust 
companies, except mutual savings banks, remains 2 
per cent. The rate to mutual savings banks was cut 
from 3 to 214 per cent. 


The Concentration of Funds 


ERE and there men are begining to give thought 

to the final effect of the present tendency of 
money to concentrate itself in the cities. Prior to the 
enactment of the Federal reserve law there was much 
pointing out of the weakness in our banking system 
because there was not adequate machinery for the 
mobilization of credit. 

But the coming of “chains” of many kinds have in- 
jected a new and powerful element, and the tendency 
of some chain corporations to get their money out of 
the smaller towns day by day gives rise to speculation 
as to what the effect of this centralization movement 
may be if it continues. The case is not as bad as it 
might be painted. The chains—no matter what they 
deal in—must go to the country for many of the items 
they sell. Dollars, like men, must go to the fields, 
forests, mines and ‘the fisheries to find employment. 

If there is any real danger in the tendency, it con- 
sists in taking off the “land” more than is put back. 
The farmer who tries to cheat nature usually cheats 
himself and by the same token the genuine prosperity 
of the whole country is necessary for the prosperity of 
the centres of population. 
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The Money-Making Conferences 


66] HAVE attended bank conferences, state and na- 

tional, for the last twenty-five years and this 
conference is the most practical demonstration of 
business-like methods pertaining to banking business 
of any convention I have ever attended.” 

In the foregoing words Leslie Butler, Chairman of 
the Board of the Butler Banking Company, of Hood 
River, Ore., and dean of Northwest bankers, estimated 
the value of the Northwest Conference on Bank Man- 
agement held last month in Oregon. His statement 
reflects the common experience of those who partici- 
pate in this form of banker conference inaugurated a 
year ago in Chicago. 

Those who attended similar conferences at Philadel- 
phia on March 14 and 15 and at Atlanta on March 25 
and 26 experienced the same reaction. Through the 
information obtained better banking, safer banking, 
more profitable banking is assured. Mere opinion, 
“hunches,” intuition, blind following of competitors, 
weak yielding to the fear of offending those customers 
who are bringing unprofitable business, are to be sup- 
planted in many a bank by actual knowledge of costs 
in every department and by appropriate action and 
conduct of business based on this knowledge. 

All banks, according to John J. Driscoll, Jr., one of 
the speakers at the Philadelphia conference, fall into 
three classes of management: Those run by the 
officers; those run by competing banks and those run 
by the bank’s customers. As the results of these con- 
ferences are assimilated by the banking world fear of 
competitors and fear of customers will grow less. 

The value of the bank management conference is not 
confined to the abstract information which is obtained 
in them. Most of that has been available for whomever 
would seek it. The great value is in the resolution 
which is developed to adopt new and better policies! 

The banker who participates in these intensive 
examinations of methods and policies returns to his 
home with two valuable acquisitions—more knowledge 
and more will to put into operation and effect what 
he has learned. 


Fifteen to One 


HERE is no relation between Mr. Bryan’s cam- 

paign for “the free and unlimited coinage of 
silver at the rate of 16-to-1” which caught the fancy of 
so many people a generation ago, and a certain 
“sixteen” that recently appeared in the plans of the 
Federal Farm Board. 

In a dispatch from Washington under date of March 
6 announcement was made of the Board’s readiness to 
engage in grain stabilization operations on a large 
scale with the objective of gradually bringing “wheat 
prices up to the $1.18 and $1.25 loan values established 
for Chicago and Minneapolis respectively.” 

“It was learned that this side of 150,000,000 bushels 
of wheat,” said the correspondent of the N. Y. Journal 
of Commerce, “the board has established no limit upon 
purchases that can and will be made if necessary to 
buoy up the price at least against further declines. 
The visible supply of wheat in this country is esti- 
mated at about 162,000,000 bushels. So the board is 
willing, if circumstances should show operations to 
such an extent wise, to finance the farmers’ marketing 
and stabilization agencies in the purchase of fifteen 
out of every sixteen bushels of wheat left in all the 
elevators and granaries of the country.” 
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Thrift Lives in America 


By JULIUS H. BARNES 


Chairman of the Board, United States Chamber of Commerce, Washington, D. C. 


Heavy Withdrawal of Savings Last Fall It Now Appears Was 
for Purpose of Bargain Hunting in Stock Market Instead of 
Bolstering Margins. American Business and Civilization Have 
Entered New Economic Era and Approach Splendid Future. 


ISPARITIES in human stand- 

ards and human opportunity 

have been gradually leveled by 

the process of industrial de- 
velopment of the world. The progress 
of early industry and the quickened ad- 
vance of modern industry have been 
marked by cruelty and injustice and suf- 
fering, but at least the march is clearly 
toward relieving the disparity which 
wrote discouragement, despair and suf- 
fering inherent in the caste system of 
early days. 

A social democracy like our own today, 
which, out of 120,000,000 people of all 
ages, records 55,000,000 savings de- 
positors and 65,000,000 holders of life 
insurance, can be and must be treated 
in a different way from the social struc- 
ture of two centuries and a half ago 
One must conclude that these people, 
with a stake in the social order and the 
business prosperity of a country, can 
discuss the economics of modern in- 
dustry in an enlightened manner. 


What “‘New Age’”’ Means 


N the same way we must speak a 
different language of human rela- 
tions between days when £10 a year 
were the wages of a skillful worker. and 
these days when the skilled worker can 
hopefully aspire to own a heated home, 
telephone, radio and automobile. These 
things must be understood by a people 
who in the advance of living standards 
and earnings today sends more students 
to institutions of advanced learning than 
all the rest of the world combined. 
How fast we move on this background 
of a perspective of two and one half cen- 
turies is shown by a few simple indi- 
cators. In seventeen years, total savings 
of $7,000,000,000 have risen to $28,000,- 
00,000, or quadrupled. Life insurance 
provision has risen from $13,000,000,000 
to $100,000,000,000, or almost eight fold. 
Bank loans and private deposits have 
risen from $31,000,000,000 to $93,000,- 
000,000. These seventeen years are not 
even the full span.of a single generation. 
The miracle figures which these denote 
could only come in the perfection of in- 
ventive genius applied to power and to 


equipment, and to the intelligence and 
resourcefulness of the human brain ap- 


Inevitable 


A BROAD vista of ever- 
expanding prosperity 
is pictured in new colors 
and vigorous outlines by 
one who is in position to 
watch very closely the 
great sweep of economic 
progress. He describes the 
happy promise of Ameri- 
can life, the fulfillment of 
which he is convinced is in- 
evitable. Cut and dried fig- 
ures, in his hands, have be- 
come proofs of equal op- 
portunity for youth and 
the high standards of 
American business. 


plied to the organization and conduct of 
all grades of industry. 


The Unrolling Future 


F in that time one has seen the single 
form of savings represented by sav- 

ings bank deposits quadrupled, and has 
seen it paralleled by a manifest advance 
in the living standards and in the se- 
curity which gives opportunity for study 
and culture—if one has seen these seven- 
teen years paralleled by the advance in 
medicine and surgery and sanitation and 
hygiene, which have distinctly length- 
ened human life and reduced the burden 
of recurring illness, does it not suggest 
the unrolling future? 

If a banker can visualize the human 
qualities lying behind these figures of 
indicated reserves of 55,000,000 _ in- 
dividuals, then he will approach his pro- 
fession in a spirit of humility and devo- 


tion. We need such an intimate per- 
spective to meet the new and complex 
questions of our growing intricacy of 
living. Billion dollar bank mergers, bil- 
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lion dollar corporations extending their 
operation across 3000 miles of our na- 
tional market, the rising total of millions 
of stockholders participating through 
investment, in the ownership of our 
great industry and banks—all of these 
put a new premium on character and 
ability and devotion in safeguarding 
securities and advising against individual 
disaster. 

The very size of modern industry, al- 
though paralleled with the ever spring- 
ing crop of new and smaller ventures, 
gives a new responsibility. It is the 
responsibility on business leadership to 
preserve the open-door for equal op- 
portunity for our youth. It is the re- 
sponsibility to protect other lines of 
business against imposition by large 
aggregations; it is the responsibility to 
protect legitimate business against legis- 
lative and political tyranny as well. It 
is the major responsibility to recognize 
that the dollar totals of national wealth 
are not the most precious possession of 
a people, valuable as these accumulated 
reserves may be. 


Youth Is Chief Wealth 


HE most precious possession of a 

people rests in its youth, and the 
effectiveness of that youth rests pri- 
marily in a sense of a freedom of op- 
portunity, of fair play, of a chance to 
rise above the common lot by the pos- 
session of ability or originality or of the 
willingness to work patiently and stren- 
uously. Now I am impressed more and 
more that in these last few years we 
have made a reassuring progress in 
creating and preserving that kind of 
social stimulant which rests in the con- 
cept of equal opportunity. 

For example, the effort to stabilize 
business conditions which followed the 
shock of the stock market collapse last 
fall rested primarily on certain impon- 
derable but very real elements. We felt 
that in our people, by various devices, 
the current newsreel, the spread of 
magazines and books, the enlarging army 
of elementary and advanced students, 


even the yellow journal, if you please, 


had raised the general level of intel- 


ligence and understanding. 
(Continued on page 1014) 
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SFEEL CREATES THe 


THE FUTURE IS WRITTEN IN STEEL 


STRUCTURAL STEEL is the bone and 
sinew of every great modern building 
and bridge. It lends courage to design, 
inspiration to imagination. Founded 
on steel’s strength . . . confident in 
steel’s known safety . . . expressive 
of steel’s adaptability . . . rise the 
cities of the future. 


Equally important is the service 
steel must perform in the develop- 
ment of small structures—homes, 
small apartment and mercantile 
houses, schools and small bridges. 
Here also steel brings sooner occu- 
pancy, greater security, longer life. 
Structural steel eliminates shrinkage; 
facilitates alterations or additions. In 
small as well as large bridges, steel 
long since proved its economic and 
esthetic excellence. 


Before building anything find out 
what steel can do for you. The Insti- 
tute serves as a clearing house for 
technical and economic information 
on structural steel, and offers full and 
free co-operation in the use of such 
data to architects, engineers and all 
others interested. 


The co-operative non-profit service organization of 
the structural steel industry of North America. 
Through its extensive test and research program, 
the Institute aims to establish the full facts regard- 
ing steel in relation to every type of construction. 
The Institute’s many publications, covering every 
phase of steel construction, are available on request. 
Please address all inquiries to 200 Madison Avenue, 
New York City. District offices in New York, 


Worcester, Philadelphia, Birmingham, Cleveland, AN ENLARGEMENT OF THIS HUGH FERRISS RENDERING, ON SPECIAL STOCK FOR 
Chicago, Milwaukee, St. Louis, Topeka, Dallas FRAMING, WILL BE MAILED WITHOUT CHARGE TO ANY ARCHITECT, ENGI- 
dak NEER OR BUSINESS EXECUTIVE. 


AMERICAN INSTITUTE OF STEEL CONSTRUCTION 


INS STRENGTH A N D 
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Pare Copper renders 
torch attack ineffective 


Vaults having the added pro- 
tection given by thick copper 
plates have been installed in 
hundreds of banks throughout 
the country. In Philadelphia, 
ior example, in addition to the 
Pennsylvania Company, whose 
vault is illustrated below, the 
following institutions enjoy this 
added safeguard: 


Empire Title & Trust Co. 


Franklin Trust Co. 


Guarantee Trust & Safe Deposit 
Company 


Phila. Savings Fund Society 
Broad and McKean Sts. 


Phila. Savings Fund Society 
11th St. and Leigh Ave. 


Phila. Savings Fund Society 
52nd St. Branch 


Phila. Savings Fund Society 


Logan Branch 


Phila. Savings Fund Society 
Germantown Branch 


PLATE of pure copper, seven to 
ten inches thick, embodied in 
the construction of a bank vault 
door renders torch attack ineffectual. 
This is because pure copper is the 
best heat conductor commercially 
available. As the flame of the cut- 
ting torch is directed upon the metal, 
the terrific heat is dispersed over a 
wide area preventing destructive 
concentration. 


To successfully accomplish the burn- 
ing of a thick plate of pure copper 
in a vault door would require so 


much burdensome equipment and 
so much time, that such a door would 
be practically impregnable to the 
acetylene flame. 


Anaconda Copper is mined, smelted 
and refined by a single organization, 
assuring quality control at every 
stage of production. It is guaranteed 
99.9 per cent pure, which assures 
maximum heat conductivity. In the 
form of thick plates, Anaconda Cop- 
per provides the most modern mea- 
sure of protection in bank vault con- 
struction. 


For further information, address: Anaconda Copper Mining Company 
25 Broadway, New York 


ACONDA COPPER 


Vault door of the Pennsylvania 
Company, Philadelphia. Protected 
by thick plates of Copper. 
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Reach Out After Business 


By E. E. AMICK 


Vice-President, First National Bank, Kansas City, Mo. 


Savings Banks Adhere to Time-Worn Traditions in Seeking to 


Meet Competition of Investment Companies. 


They Are Urged 


to Imitate Active Competitors by Going Aggressively After Busi- 


ness. 


SERIOUS problem revolves 
around the ability of banks to 
meet the competition they are 
encountering and, at the same 
time, make a profit. I am especially con- 
cerned with savings banks and the sav- 
ings departments of commercial banks. 

There are two types of investors to 
consider. In the first place there is the 
investor who buys high-grade securities 
and is not interested in the rate of re- 
turn on savings. In the second place, 
there is the investor who wants to save, 
at no risk, and of course this class finds 
its needs filled by the savings banks. 

In the Southwest the problem is more 
difficult than in the East, where mutual 
savings banks are numerous, because our 
banks pay only 3 or 4 per cent, and with 
gilt-edge bonds paying 4% or 5 per cent, 
we find considerable difficulty in meeting 
the competition of securities of this type. 


Banks Lag Behind Times 


ROM a study of the problem as it 

exists it would seem that the trouble 
is with the savings banks themselves. 
The facts revealed indicate that the 
banks are not adopting methods that are 
up-to-date with the present tempo of 
modern business. Of course, the savings 
bank people will probably say, “Well, 
how can we do more along this line?” 
The answer simply is that savings 
banks, just as commercial banks have 
done and are doing, must reach out and 
go after new business. 

This type of business for a bank is 
relatively new in banking practice. Its 
evolution is a direct result of keen com- 
petition and the realization that a bank 
must render the greatest possible service 
to its community and work to overcome 
the unfamiliarity of the public with the 
proper utilization of bank facilities that 
are at its service, if it is to attain its 
greatest success. In the days gone by, 
the banker’s publicity and new business 
program consisted solely of the name of 
the bank and the amount of its capital 
and surplus printed in gold letters on 
the window and its formal fiscal state- 
ments published, as required by law, in 
local newspapers two or three times a 
year as the case may be. 


The austere banker of the old school 
in the commercial field who at one time 
was securely recessed in his inner office, 
has at last yielded to the man of modern 
business ideas who, by keen judgment 
and tactful cordiality, attracts the peo- 
ple and corporations whom his institu- 
tion can profitably serve. His brother 
banker in the savings bank, however, is 
not reaching out in nearly the same 
manner in an effort to bring in new busi- 
ness to the bank—he is not, in other 
words, keeping step with the modern 
tempo of business. 


Energy and Teamwork Needed 


EFORE a systematic upbuilding of 

new accounts can spring into being, 
the general staff of savings banks them- 
selves must become imbued with an 
esprit de corps which carries with it 
enthusiasm, energy and teamwork. To 
build these characteristics into the fiber 
of each individual is a necessary pre- 
liminary before the new business cam- 
paign can ever produce big results. 

Of course, a great deal of organization 
and supervision is necessary to bring 
about this attitude but when one reads 
of the tremendous resources of savings 
banks in this country, the field would 
seem to be well worth while. There is no 
question about the great virgin field of 
unsecured business which may be culti- 
vated by advertising and solicitation of 
various kinds through the mails, which 
lies outside of the doors of the average 
savings bank. 

For purposes of illustration we might 
well say that the growth of new business 
depends upon the cultivation of three 
distinct sources: (1) present customers; 
(2) outside sources, and (3) community 
activities of the bank itself, such as 
savings and thrift clubs, Christmas and 
vacation clubs, children’s accounts and 
the like. 


Card Index of Prospects 


HE intelligent pursuit of new busi- 
ness is dependent upon a prospect 
list or a card -index of persons that 
might logically be induced to patronize 
the bank. It is composed of leads that 
have been investigated and found to be 
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Emphasize Safety, Convenience, and Other Advantages. 


satisfactory prospects. In discriminat- 
ing on this point, the analysis should go 
to the very basic facts of the prospect 
himself. Does the follow-up system 
measure up to the standard as regards 
its honesty of purpose, its usefulness 
and service to the public? If it does, all 
well and good. The system adopted by 
any bank should meet its particular 
needs. 

While some savings banks are blazing 
the trail in this connection and reaching 
out for more business, the great ma- 
jority of them, we find, are not making 
any systematic effort. Some banks are 
using letters, others are enlisting their 
employes to compete in securing new 
business by staging a prize contest, 
others are giving small banks to deposi- 
tors, advertising their savings and 
Christmas clubs, and still others are 
giving a full month’s interest to ac- 
counts that are deposited up to the fifth 
or tenth of the month. 

In an attempt to secure this new busi- 
ness it would seem that these savings 
banks might very well play up in their 
advertising the features of compound in- 
terest, the fact that practically no risk 
is involved by anyone putting his money 
in a savings bank, whereas there is if 
he buys a security of some kind or other, 
and special mention might well be made 
of the fact, too, that funds on deposit in 
a savings bank are available on demand. 
If a man buys investment securities of 
some kind or other, he must first sell 
them before he can get his money out 
and, in the event of his needing it 
quickly, or if the stock or bond market 
is low at the time, a man with funds in 
the savings bank need not sacrifice part 
of his investment. These three “point- 
ers” every savings bank has within its 
power to play up somewhat, but the fact 
is that very few do. 


Speculation Cut Savings 


OR the first time in twenty years 

during which records have been kept 

by the American Bankers Association, 

deposits declined, the drop totalling 

$195,000,000. The propaganda against 

savings deposits waged by speculative 
(Continued on page 1005) 
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How much 


: How many hours of burdensome work could 


you eliminate if, from the myriad events of 
the financial week, those which affect the 
value of securities in your trusts were auto- 
matically brought to your attention? How 
much more of your valuable time cold be 
profitably applied to acquiring and managing 
if a great part of the irksome administrative 
detail were eased from your shoulders? How 
much more patiently and sympathetically 
could you receive beneficiaries if you weren't 
“fighting the clock” to wade through the 
continual checking and cross-checking of 


constantly-changing security values? 

Moody’s Investors Service 
has made a comprehensive study of the trust 
officer’s problems .. . and developed a 
service to simplify his work, economize his 
time, and add a new “factor of safety” to 


his judgment. 
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Midnight Oil 


a Trust Officer Burn? 


This new Trust and Estate Service is not a 
panacea that makes the trust officer a carefree 
automaton. It will not help one iota on local 
securities or real estate. It will not fit all trust 
departments equally well, nor supplant entirely 


your carefully-built organization. 


It does provide new time-saving economies in 
the supervision of widely-distributed securities 
entrusted to your care. It does provide the out- 
side viewpoint of professional investment spe- 
cialists in putting new trusts in prime condition 
and keeping them so during their entire life. And 
it is flexible. It can be used to a greater or lesser 


degree by practically every trust officer. 


Briefly, this new service comprises a thorough- 
going initial-analysis of the securities in each trust 
and estate, unbiased recommendations for the 
retention, disposal and purchase of specific se- 
curities, continuous automatic and specific super- 


vision of each portfolio . .. all at nominal cost. 


MOODY’S TRUST AND ESTATE SERVICE, 
in effect, puts at your disposal a staff of highly- 
trained experts who have unlimited resources 
for obtaining all the facts about every widely- 
distributed security. It gives you the benefit of 
Moody’s 30 years of investment counsel . . . but 


leaves entirely in your hands the decision to 


adopt specific suggestions as they are made. 


The physical set-up of this service has been in- 
geniously developed so that your time is econ- 
omized. You are relieved of arduous hours of 
detailed fact-and-figure hunting. The facts you 
need are at your finger tips—your mind is free 
for decision—for management—for the full ex- 


ecution of the trust officer’s true function. 


Full details cannot be listed within the confines 
of these two pages. But we will be glad to bring 


this new Trust and Estate Service to your desk. 


Examine it, ask questions, study its potential ap- 


plication to your present problems, discuss it 
with the President of your institution. If it can- 
not save its cost times over, you will not be 


allowed to subscribe. 


MOODY’S 


INVESTORS SERVICE 


John Moody, President 


65 BROADWAY 
NEW YORK CITY 


Braneh Offices in All 
Priuecipal Cities 
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20 SECONDS 
OF YOUR 


This simple 
otl burner will 
start some elient 


in a life-time business 


During ten years our dealers have built annual incomes of five—ten—fifteen— 
twenty thousand dollars. Our sales are increasing 33 percent yearly. Now with the 
new Kleen-Heet Challenger pictured above, they are licking competition as never 
before. 97 percent of your homes are “prospects.” So are many buildings. The 
time is ripe for somebody among your clients—with more energy than capital—to 


own the Kleen-Heet franchise in your city. Write us his name, please. Thank you. 


Winslow Boiler & Engineering Co., 844 Rush St... Chicago 


Since 1920 Makers of KLEEN-HEET 
When writing to advertisers please mention the American Bankers Association Journal 
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Trends and Current Phases of the 


Congressional Inquiry 


Branch, Chain and Group Problems Are Not the Only Concern 
of Legislative Investigators in, Washington. House Committee 
Also Interested in Sale of Securities, Fiduciary Functions 


and Eligibility of Paper. 


ONGRESS has become genuinely 
concerned over the growth of 
group and chain banking and the 
effect of the movement upon the 

Federal Reserve System and the national 
banking structure, but thus far is grop- 
ing in the dark for a substitute. 

Comptroller of the Currency John W. 
Pole has suggested as a remedy the ex- 
tension of branch banking to economic 
or trade areas for the national system. 
Both Secretary of the Treasury Mellon 
and Governor Roy A. Young of the Fed- 
eral Reserve Board have indorsed the 
principle of Mr. Pole’s plan. ——— 

The House Banking and Currency 
Committee is investigating it and the 
subject is being discussed in both 
branches of Congress. But thus far there 
has been no crystallization of sentiment 
which would make legislation imminent. 
In fact;-respensible-leaders predict that 
Congress will not-reach a definite legis- 
lative formula for at least two years. 


Touches Many Questions 


HE testimony brought out by ques- 

tioning has covered a wider field than 
group chain and branch banking. Various 
excursions have been taken into subjects 
such as the dealing in securities by banks 
either directly or through investment 
affiliates. Fiduciary functions, and the 
operations of savings departments by 
commercial banks, together with the 
classes of eligible paper for rediscount at 
Federal reserve banks are all being con- 
sidered. 

One member of the committee wanted 
to know whether the creation of an affil- 
iate to deal in securities of national 
banks was not an indirect way of accom- 
plishing what the national banking law 
prohibited directly. The comptroller of 
the currency explained that where a state 
corporation is permitted to buy stock it 
would be legal for it to purchase stock in 
a national bank with which it might be 
affiliated. Whether or not it would be 
advisable, if carried too far, he said, was 
another question. 

While there have been for years two 
schools of thought in Congress—the 
“country bloc”. which opposes all branch 
banking and those who favor its exten- 


End Not in Sight 


HE House Banking and 
Currency Committee has 
accumulated an enormous 
mass of facts and personal 
opinions on the nation’s 
banking system, against 


the day when Congress is 
ready to consider new laws 


or amendments. The au- 
thor of this article has 
watched these hearings day 
by day and here tells the 
direction they have taken 
and how far they have 
gone. He sees no imme- 
diate prospect of legisla- 
tion and believes that the 
inquiry will continue. 


sion—there also has developed a conflict- 
ing sentiment among other members who 
'do not know which they favor. 


Opponents Want Curbs 


F legislation does take the form of 

“trade area branch banking” permis- 
sion, it is likely that it will be accom- 
panied by some attempt to curb group 
and chain banking. This suggestion is 
based on the views of members who 
doubt the prediction of Mr. Pole that 
adoption of his plan would bring about 
an automatic shift from group and chain 
banking to branch systems. It is possible 
that supervisory powers over holding 
companies owning national bank stock as 
well as over affiliated and subsidiary cor- 
porations will be put forth. 

The comptroller, appearing before the 
committee, bared facts with respect to 
growth of group and chain banking as he 
saw them. He believed that the develop- 
ment of chain, group and branch banking 
was inevitable in the face of mobilization 
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Much Testimony Still to Be Heard. 


and concentration of industry through 
mergers and combinations. He said that 
credit requirements of industry today, 
with its mass production, make group 
banking a necessity in the absence of 
extended branch banking in the national 
system. 

He considered group banking a distinct 
improvement over unit banking, but not 
suited to the needs of this country as a 
permanent system. It had contributed to 
banking strength in many communities, 
he said, but from the standpoint of Fed- 
eral officials, who are required to super- 
vise, branch banking had many advan- 
tages over group banking. 

In advancing his proposal for trade 
area branch banking the comptroller illus- 
trated what he termed the “break-down” 
of the present system of independent unit 
banking in rural districts by citing ex- 
tensive statistics covering bank failures 
from 1920 to date. During that period, he 
pointed out, 10 per cent of the banks of 
the country have failed, most of them 
being institutions of small capitalization 
in rural districts. 


Chains and Groups Compared 


R. POLE’S argument in favor of 
extension of branch banking laws 
is thought to have impressed members 
of the committee. Fears of money mo- 


nopoly, political influence, and the exter- | 
mination of the independent unit bank, | 
however, persist among those who have | 


opposed branch banking in the past. 

Discussing his plan, Mr. Pole gave a 
clear picture of the distinction between 
chain banking and group banking. Chain 
banking he describes as that system which 
has existed in the United States for many 
years where one individual or group of 
individuals gain control through stock 
ownership of a number of banks, all of 
which operate independently. Group bank- 
ing is the more recent development, 
wherein the control of a number of unit 
banks is centered in a holding company. 
In group banking there is corporate con- 
trol and in chain banking personal con- 
trol. 

Because in some of the groups there 
are both national and state banks, and 
because some of them extend beyond even 


| 


| 
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Federal reserve district lines, he sees that 
the difficulties of supervision of the group 
are great. In most cases, neither the 
state bank supervisor nor the comptroller 
of the currency has any visitorial power 
over the holding corporation. 

Governor Roy A. Young of the Federal 
Reserve Board agrees personally with the 
comptroller that trade area branch bank- 
ing for national banks should be permit- 
ted. The Federal Reserve Board has indi- 
cated a desire to defer official opinion 
until the results of an investigation it is 
conducting have been made available for 
intensive study. 

A trade area is defined in the Pole 
plan as that geographical territory which 
embraces any central city’s flow of trade. 
It must be of sufficient area and suf- 
ficient economic development to permit 
the acquisition of a diversified banking 
business. The comptroller suggested 
that the trade area might be determined 
by Congress through following the pro- 
cedure laid down in the Federal Reserve 
Act for delimitation of the Federal re- 
serve districts. 


Key Facts Disclosed 


N the development of the hearings a 
number of highly important facts 
have been brought out. What, for in- 
stance, has been the effect of the present 
chain and group bank development upon 


the Federal reserve and the national © 


banking systems? What would be the 
effect upon those systems if extended 
branch banking were permitted? Would 
the adoption of branch banking within 
trade areas curb the group and chain 
banking development ? 

As to the effect of the development of 
group and chain banking on the Federal 
Reserve System, Mr. Young and Mr. Pole 
state that while the national system has 
suffered through the conversion of its 
members into state group and chain sys- 


tems, the Federal Reserve System has | 


shown no noticeable effect from this de- 
velopment either in terms of resources 
or in the number of member banks. 

The effect of the adoption of his plan 
on the national system would be good, 
according to Mr. Pole, because it would 
make it more attractive, effect economies 
in operation, and increase the safety to 
depositors. 

The comptroller is confident that if 
Congress would liberalize the branch 
banking law as he suggests, it would 
have a tendency to curb group and chain 
development, by bringing about the con- 
version of groups into chain systems. 
Some of the members of the committee 
doubt this result would actually mate- 
rialize, pointing td the fact that in some 
states where branch banking is permitted 
and where it has its greatest develop- 
ment, group banking also exists, and that 
the largest branch banking system in the 
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country is itself owned by a holding cor- 
poration. 


More Centers of Banking 


NE merit which the comptroller ad- 

vances as being inherent in his 
plan is that the present tendency of cen- 
tralization of banking resources and 
credit in a few centers will be curbed 
and a larger number .of branch banking 
centers developed. 

Some congressmen are skeptical as to 
this, referring to one of the purposes for 
which the Federal Reserve Act was 
adopted. They say the Federal Reserve 
System was supposed to decentralize 
banking and build up twelve money cen- 
ters instead of one or two, which, they 
allege, it has failed to do. 

The question of control of election of 
officers by a Federal reserve bank by 
holding companies was discussed. Mr. 
Pole thought it possible for a group sys- 
tem composed of a substantial number of 
member banks to influence the election 
of Class A and Class B directors of a 
Federal reserve bank. Under his branch 
banking system, however, there is no 
likelihood of similar control, he pointed 
out, because a parent bank and all its 
branches constitute but one corporate en- 
tity and accordingly a member bank with 
any number of branches would be entitled 
under the law to only one vote. 

Mr. Pole put great force in his argu- 
ment that adoption of his plan would 
tend to decentralize banking capital 
through a system of regional branch 
banking. While doubt did not completely 
{vanish from the minds of the committee 
jmembers, they were attracted by the 
statement that branch banking emanat- 
ing from commercial centers outside of 
New York into surrounding trade areas 
would cause the New York banks to de- 
crease in relative importance. Extensive 
questioning on this point served to show 
the committee’s interest in a plan to 
decentralize the credit facilities of the 
country. 

Both Governor Young and the comp- 
troller thought that the fear of some 
members that too great centralization 
of banking might bring about a money 
monopoly was groundless. They saw 
keener competition resulting from ex- 
tended branch banking. They think it 
unlikely that there would ever be devel- 
oped in this country a condition similar 
to that in Canada with only a half-dozen 
or ten banks, but conceive of several 
branch systems or even the continuance 
of unit banks. Both express an attach- 
ment to the independent bank, and agree 
that if safe and efficient banking facili- 
ties for all sections of the country could 
be brought about through that system, 
that it should be preserved. However, 
they maintained, it had broken down and 


the country was faced with a condition © 


which must be remedied. 
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Operation of savings departments by 
commercial banks was given some 
thought. Mr. Pole agreed with members 
of the committee that the thirty-day rule 
on savings deposits operates to the ad- 
vantage of demand depositors, and that 
if the rule was practiced generally, seg- 
regation of demand and savings deposits 
in commercial banks should be required. 

Loans under the Lombard plan by Fed- 
eral reserve banks with the approval of 
the Federal Reserve Board could be made 
in an emergency, the reserve board offi- 
cial said, during a discussion of the types 
of paper which might be made eligible 
for rediscount at reserve banks. 

Adoption: of a Federal usury law to 
restrict the interest rate chargeable on 
loans as a means of stimulating business 
was suggested and discussed on different 
occasions. This proposal was aimed par- 
ticularly at the call money rate and sug- 
gested also as a means to prevent exces- 
sive stock market speculation such as 
that which preceded the recent stock mar- 
ket break. The fixing of a maximum rate 
for call money would check the influx of 
outside money into the New York mar- 
ket, some committee members thought, 
pointing out that the high money rate in 
the latter part of 1929 in the New York 
call market drew outside money in such 
proportions that legitimate business had 
difficulty in obtaining credit. 

The proposal has been made that per- 
haps country districts could be served by 
extension of the postal savings system. 
This was opposed on the ground that it 
would be putting the government in the 
banking business in direct competition 
with banks. It was pointed out that in 
communities where the business was not 
sufficient to permit full-time banking op- 
erations, a branch could be established 
which might operate two or three days a 
week. 

Various schemes of guaranteeing or 
insuring deposits in national banks were 
put forth, but not given serious consid- 
eration because of lack of enthusiasm on 
the part of the treasury officials, who 

ointed out the unsuccessful experiments 
f states which have attempted to enforce 
/guarantee deposit laws. 


Constructive Viewpoint 
HERE seems to be apparent on the 
part of members of the committee a 
sincere desire to do something construc- 
tive to better the banking conditions of 
the country. They consider it important 
that the Federal Reserve System and the 
national bank system be assured of a con- 
tinuance. Uppermost in the minds of the 
| members is a desire to formulate some 
| scheme whereby the reserve system and 
| the national system will be made more 
! attractive to outside banks. One proposal, 
which is being given considerable thought, 
is legislation to permit wider distribution 

(Continued on page 1001) 
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YOUR CUSTOMERS 
WILL APPRECIATE THIS SERVICE 


EW radio pro- 

grams are so 
genuinely helpful 
to listeners as that 
broadcast every Wednesday evening, 
by Halsey, Stuart & Co.—featuring 
the Old Counsellor’s discussions of 
investment topics, supplemented by a 
distinguished symphony orchestra. 

Those of your customers who may 
not now be familiar with the program 
will appreciate your thoughtfulness in 
providing the display pictured above 
which makes available reprints of 
the talks as they are given weekly. 
To regular listeners this announce- 
ment is a simple and effective means 
of identifying your institution with 
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SOUND ADVICE 
how to invest 
oney 


this nation-wide service to investors. 

The handsome and dignified display 
is designed especially to harmonize 
with bank surroundings. The card is 
fitted into an artistically decorated, 
substantial wooden frame. It may be 
stood on a counter or hung on the 
wall and is obtainable with or without 
the wings, depending upon whether 
reprints of current talks are desired 
for distribution. 

Write us, if you would like one of 
these displays. It is supplied without cost 
and places you under no obligation. 


HALSEY, STUART & 


CHICAGO, 291 South La Salle Street 


INCORPORATED 


NEW YORK, 35 Wall 


AND OTHER PRINCIPAL CITIES 


THE PROGRAM 
THAT DOES MORE 


Every Wednesday evening...Increase your knowledge 
of sound investment by listening to the Old Counsellor 


on the Halsey, Stuart & Co. program. Broadcast over a 


THAN 
ENTERTAIN 


F 


Coast to Coast network of 36 stations associated with 
the National Broadcasting Co. Orchestral music. 


N V 


Typical Subjects Discussed 
- by the Old Counsellor 
and by Guest Speakers 


What is the surest road to finan- 
cial independence? 

What are principal ways to diver- 
sify? 

How the business man and gen- 
eral public are protected by the 
Federal Reserve System. 


How to read a bond circular. 


Points to consider in choosing real 
estate bonds. 


What is a business man's Invest- 
ment? 


How to plan the family’s financial! 
program. 


Investment trusts. 
How to read the financial page. 


Some observations on the break 
in the stock market. 


CO. 


Street 


9 P.M. Eastern Standard Time 
8 P.M. Central Standard Time 
7 P. M. Mountain Standard Time 


6 P. M. Pacific Standard Time 


eS 


When writing to advertisers please mention the American Bankers Association Journal 
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THE PEOPLE WITH MONEY ARE THE PEOPLE WHO TRAVEL 


In CLEVELAND ... as elsewhere 


Cleveland Heights, Shaker Heights and the Lakewood section in 
Fu Cleveland are synonyms for profitable markets. They have their 
counterparts in every city. In Boston—Back Bay; in Los Angeles — 
Beverly Hills; in Butte — the West Side. Here live the people who enjoy the best 
that life affords —who have the largest incomes—and who do the most traveling. 
There is no better time to call bank services to their attention than when 
they are leaving for a trip. And there is no better method of approach than 
by selling them A-B-A Cheques. The very appearance of the Cheques is 
gratifying to people of taste — their insurance features appeal to those accus- 
tomed to manage property — and they must come to the bank to get them. 
The bank which provides its customers with A-B-A Cheques supports its 
reputation for quality and, furthermore, puts into the hands of customers travel 
cheques on which its own name appears,—an exclusive A: B-A feature. 


A:B-A CHEQUES 


OFFICIAL TRAVEL CHEQUE OF AMERICAN BANKERS’ ASSOCIATION 


When writing to advertisers please mention the American Bankers Association Journal 
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Banking in the Soviet Union 


Though True Communism Does Not Admit the Necessity of 
Banks, Russia, After Trying, Found that the Country Could Not 


Get Along Without Them. 


Units. 


RUE communism does not admit 
the necessity of money, or of any 
of the features of the financial 
systems of capitalist states. The 
concentration of all industry in the hands 
of the government implies the accumula- 
tion by the government of all stocks of 
raw materials and goods, and the dis- 
tribution of these to industry and to the 
individual, who is naturally an employee 
of the state. Any form of money or 
credit is therefore superfluous under the 


communist system. 

Acting on this theory, the Soviet gov- 
ernment, soon after assuming power, 
nationalized all the existing banks, con- 
fiscated their assets, and suspended their 
business. The depreciation of the ruble, 
which had begun during the world war, 
was allowed to continue, in fact was 
hastened by the action of the government 
in using the printing press to balance its 
budget. A catastrophic decline in the 
purchasing power of the ruble followed, 
which was not arrested until the intro- 
duction of a new gold-secured currency 
and the balancing of the budget for the 
fiscal year 1924-25. 


Found Banks Indispensable 


HREE years earlier, in 1921, the 

Soviet government had found it 
necessary to reinstate banking as one of 
the economic functions of the state, and 
had instituted the State Bank, called 
Gosbank for short, which is still the cor- 
nerstone of the Soviet banking system. 
Other banks followed in due course, as 
will be described later. 

The State Bank was founded by a de- 
cree dated Oct. 12, 1921, to fulfill two 
functions: one, to further industry, trade 
and agriculture, on the principles estab- 
lished by the government for the develop- 
ment of the economic resources of the 
country; and two, to regulate the cur- 
rency circulation of the Soviet Union. 
The original capital, supplied by the gov- 
ernment, amounted to 2,000,000,000,000 
paper rubles, worth at that time about 
50,000,000 gold rubles. With the intro- 
duction of the stable, gold-secured cher- 
vonets currency a year later, the bank 
was able to assume successfully for the 
first time its second duty, the regulation 
of the currency. 

By the terms of a new decree, dated 
Oct. 11, 1922, the bank was empowered 


to issue its own bank-notes, secured to 
25 per cent by precious metals and for- 
eign currency, and 75 per cent by nego- 
tiable domestic bills and instruments. 
The gold cover has been maintained up 
to the present time, the latest statement 
(Feb. 1, 1930) showing a firm cover of 
386,683,330 chervonets rubles against a 
note issue of 1,500,270,340 rubles. 


New Currency Helped 
Industry 


S the chervonets became established 

as the stable currency of the 
country, all accounts with the bank were 
revised into the new units, and by April, 
1924, all other forms of currency had 
been retired in favor of the chervonets, 
which has remained as the only currency 
unit since. 

The attempts of the bank to fulfill its 
other function, that of financing the 
national economic development, remained 
spasmodic and irregular until the estab- 
lishment of a stable currency. From then 
on the bank, under the direction of the 
government, became the chief source of 
financial support for state industry. The 
capital has from time to time been in- 
creased, by treasury assignments and al- 
location of profits, until on Nov. 1, 1929, 
it stood at 250,000,000 rubles. Deposits 
on that date, including funds of govern- 
ment departments, were 2,281,353,000 
rubles. Total assets were calculated at 
5,866,836,000 rubles, of which loans and 
discounts, at 4,275,518,000 rubles, formed 
the major part. 

It is its position as credit distribution 
agency of the government that gives the 
State Bank its preeminence among Soviet 
banks. The large industries under the 
control and management of the supreme 
council of national economy, the state 
trading agencies, the railroads and other 
transport agencies, the cooperatives, and 
the subsidiary credit institutions, are all 
large borrowers from the bank, on short- 
term notes. On Nov. 1, 1929, the total 
debts of these clients were 4,187,400,000 
rubles, divided as follows: state industry, 
2,321,900,000 rubles; state trade, 346,- 
700,000 rubles; transport and communi- 
cations, 8,400,000 rubles; cooperatives, 
523,600,000 rubles; credit institutions, 
161,500,000 rubles; grain purchases and 
milling operations, 812,900,000 rubles; 
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Now Estimated to Have 20,630 
Central Bank Has 546 Branches and Agricultural 174. 


various state institutions, 12,400,000 


rubles. 


State Bank Has 546 Branches 


HE bank has its main office in Mos- 
pon and maintains 546 branch offices 
covering the Soviet Union. It has in ad- 
dition foreign correspondents in fifty- 
three cities abroad, which act as agents 
in handling transactions growing out of 
the state monopoly of foreign trade, and 
in connection with the maintenance of 
Soviet trade and diplomatic representa- 
tion. The bank also has close relations 
with the Soviet-controlled banks in Ber- 
lin, Paris, Riga, London, Stockholm, 
Copenhagen and Teheran. 

As the productive powers of the 
country revived after the extreme de- 
pression of 1921, the demand for credit 
grew, and the government found it neces- 
sary to establish other banks of a more 
specialized character, to supplement the 
activities of the State Bank. The first of 
these, chronologically, is the trading and 
industrial bank, called Prombank for 
short. This institution was founded in 
1922, with nominal capital of 3,400,000 
rubles, since increased to 129,256,000 
chervonets rubles. 

This is one of the four joint-stock 
banks, in which all shares are held by 
government departments and organiza- 
tions. It is under the direct control of 
the Supreme Council of National Econ- 
omy, and its chief service is the financing 
of the state industries managed by that 
body. Its main sources of revenue are 
the deposits of these industries, and the 
funds allocated from the federal budget. 
The latter consist of long-term credits 
for industry and electrification granted 
by the government in its support of the 
industrial development of the country. 
The balance-sheet of this bank showed 
on July 1, 1929, assets and liabilities of 
1,928,000,000 rubles. Long-term loans to 
clients on that date amounted to 1,782,- 
097,000 rubles. It has five branches in 
the Soviet Union. 


Industrial Banks Merge 


FIFTH joint-stock bank, the bank 
for electrification (Electrobank), 
was founded in 1925, for the special pur- 
pose of financing the program of elec- 
trical construction adopted by the Soviet 
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government. This was merged in 1928 
with the Prombank, which has since 
served both industry and electrification. 
At that time the Prombank took over 
from the Gosbank and the Electrobank 
all long-term credits for industry and 
electrification, leaving to the Gosbank 
only the short-term financing, and 
changed its name to Long-Term Credit 
Bank for Industry and Electrification. 

Of the other joint-stock commercial 
banks now in operation, the Bank for 
Foreign Trade is the largest. This was 
founded as the Commercial Bank of the 
R. S. F. S. R., the largest constituent re- 
public in the Soviet Union, but was re- 
organizej in 1924 as an institution de- 
voted chiefly to financing foreign trade. 
Beginning operations with a capital of 
10,000,000 rubles, it had on April 1, 1929, 
resources of 111,646,000 rubles. Its 
loans and credits consisted chiefly of 
short-term operations, to the amount of 
90,390,000 rubles, mainly in financing ex- 
ports. In this connection it maintains 
close relations with the Soviet banks 
abroad, mentioned above. It thus di- 
vides the field of financing exports with 
the Gosbank, each having its specific 
lines of activity. 

The above-named bank, which is called 
the Vneshtorg bank, has close relations 


with the two joint-stock banks serving . 


particular sections of the country, the 
Sredazbank (Bank of Central Asia) and 
the Dalbank (Bank of the Far East). 
The balance-sheets of these banks stood 
on April 1, 1929, at 22,387,000 rubles 
and 71,632,000 rubles, respectively. 
These two banks, with the Vneshtorg 
bank, play the role of purely commercial 
banks, and their operations are largely 
short-term loans to finance trade, foreign 
or domestic. 


Credit for Agriculture 


EXT in order of importance are the 

agricultural banks, centering 
around the Central Agricultural Bank 
of Moscow. This institution was found- 
ed in 1924, for the purpose of aiding in 
the development of agriculture and of in- 
dustries manufacturing agricultural 
products. It was founded by the Com- 
missariat for Finance of the Soviet 
Union, the commissariats for agriculture 
of four (now six) constituent republics; 
and the central union of cooperatives. 
It is thus the instrument of the Soviet 
government in providing credit facilities, 
short or long-term loans, for the improve- 
ment and development of all forms of 
agriculture in the union. 

Irrigation and drainage, extension of 
credit for purchases of seed, live-stock 
or implements and tractors, and assis- 
tance in selling farm products are ex- 
amples of the bank’s activities. It oper- 
ates through a network of local argicul- 
tural banks, agricultural credit societies, 
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and other germane organizations. Its 
capital and reserve are specifically al- 
located to long-term credits. 

From an original capital of 25,000,000 
rubles, the resources of this bank have 
increased to an amount, on April 1, 1929, 
of 579,328,000 rubles. The resources of 
the chain of subsidiary banks in the va- 
rious republics totaled on that date 1,- 
017,781,000 rubles. The importance of 
these banks has greatly increased since 
the adoption, over a year ago, by the gov- 
ernment of a comprehensive plan for the 
development of agriculture on a large- 
scale basis, similar to the state plan for 
the development of industry. 


This Bank Has 174 Branches 


N the financing of the purchase by the 
peasants of the tractors and other ag- 
ricultural machinery required in the exe- 
cution of this plan the agricultural 
banks will play a large part. Through a 
total of 174 branches, the central agricul- 
tural bank will execute the directives 
from the central government, by grant- 
ing credits to the new peasant collective 
farms, and assisting them in other ways. 
Another phase of Soviet economy is 
financed through the central municipal 
and building bank and its branches. As 
the name indicates, this bank specializes 
in long-term credits to municipalities, 
building cooperatives, and even private 
individuals for the purpose of construct- 
ing municipal enterprises and dwellings, 
usually apartment houses. The central 
bank was founded in 1925, with a capital, 
contributed by government departments 
and agencies, of 40,000,000 rubles. In 
the first year of its operations the bank 
made loans to small cities, industries, co- 
operatives, and other enterprises, of 30,- 
000,000 rubles, and to municipalities, for 
water works, sewage systems and public 
buildings, etc., of 6,000,000 rubles. On 
April 1, 1929, the combined resources of 
this bank amounted to 854,851,000 rubles. 
Another bank in this same field is the 
Moscow City Bank, established even 
earlier than the central bank, in 1923, 
but restricted in its activities to the city 
and province of Moscow. From an origi- 
nal capital of 2,500,000 rubles, this 
bank’s total resources have increased to 
500,429,000 rubles on April 1, 1929. 


Financing Cooperatives 


NOTHER important chain of banks 
A carrying out the policy of the Soviet 
government in its control of internal 
trade is that headed by the All-Union 
Cooperative Bank. This institution was 
founded in 1922, with a capital of 10,- 
000,000 rubles, now enlarged (April 1, 
1929) to 32,247,000 rubles. Its function 
is to supply credit facilities to coopera- 
tive societies, and its shareholders consist 
solely of these societies and the unions 
into which they are formed. Both long 
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and short-term credits are extended, and 
funds are supplied from deposits and 
from allocations from the federal and re- 
publican budgets and other sources. 

The activities of the cooperative bank 
cover the entire country, through its 
many branches, except the Ukrainian Re- 
public. This state has its own bank, the 
All-Ukrainian Cooperative Bank, similar 
in constitution and activities to the All- 
Union Bank. The original capital of 
3,000,000 rubles now amounts to 8,782,- 
000 rubles, and total resources on April 
1, 1929, were 106,617,000 rubles. 

For the satisfaction of local demands 
for credit, there are two systems of small 
banks in the Soviet Union, the agricul- 
tural credit banks and credit unions, and 
the mutual credit societies. The former 
cooperate closely with the central agri- 
cultural bank. Total resources of this 
group on April 1, 1929, were reported at 
1,384,996,000 rubles. The mutual credit 
societies on that date had resources of 
82,486,000 rubles, consisting chiefly of 
capital, subscribed by individuals, and 
deposits. Unlike all the other commer- 
cial banks in the Soviet Union, the mu- 
tual credit banks do not enjoy govern- 
ment support in the shape of allocations 
from federal or republican budgets. 
They are private banks to the extent that 
is permissible in the Soviet state. 


About 20,000 Savings Banks 


IMITED space permits only a men- 

tion of the savings banks in the 
Union, the first of which was opened in 
1923. There were on August 1, 1929, a 
total of about 20,000 savings banks on 
Soviet territory, with total deposits of 
456,631,000 rubles, representing about 
7,500,000 depositors. These banks are 
usually connected with a post office, the 
railways, or some other public institu- 
tion. 

It is estimated that on July 1, 1929, 
there were 20,630 banking units in the 
Soviet Union, with balance sheets show- 
ing a total of 12,154,000,000 rubles. This 
figure includes only the various banks 
previously described, and omits the state 
pawnshops, small local credit concerns, 
and others. 

In considering the banking system of 
the Soviet Union it must always be re- 
membered that the individual banks are 
first and foremost the credit agencies 
of a socialist government, to be used in 
furthering the aims of that government. 
Restriction or extension of credit, for 
individual clients or classes of clients, is 
therefore always in accordance with the 
policy of the government, and is not dic- 
tated by business reasons or by the 
standing of the client. Banking thus be- 
comes the use of the credit facilities of 
the country to further the aims of the 
Soviet state. 
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Safe Ways to Keep Up Earnings 


By DR. PAUL M. ATKINS 


Engineer-Economist, Ames, Emerich & Co., Chicago 


Decline in Call Money and Other Rates Creates Problem that 


Threatens to Gnaw at 1930 Profits. 


Solution Requires Analysis 


of Three Factors: Secondary Reserves, Fluctuation of Loans, 
Investments and Deposits, and Size of Individual Accounts. 


HE developments of recent 
months have brought bankers 
face to face with one of the most 
interesting and, at the same time, 
one of the most difficult problems with 
which they have been confronted for 
some time. During the first three-quar- 
ters of 1929, the high call money rate 
existing enabled the bankers to obtain 
safety, liquidity and a substantial yield 
by investing their funds in call loans. 
While it is true that call money rates 
in earlier years have risen to 100 per 
cent and, on one occasion, to 125 per 
cent, there has probably never been a 
period when the average call loan rate 
has remained at high levels for such an 
extended length of time as in 1929. From 
January until October the average re- 
newal rate was in excess of 8.25 per 
cent. The problem of secondary reserves 
and investments found its answer in this 
type of investment. 


No Longer a Panacea 


OW, however, the situation has 

radically changed. Call money 
rates averaged about 4.75 per cent in 
January of this year, and the renewal 
rate recently dropped to 4 per cent. It 
is evident that if call loans are still safe 
and liquid, their yield is now very mod- 
erate and the prospect is that, for the 
time being, they are not likely to in- 
crease greatly. They are, therefore, no 
longer the panacea for the banker which 
they were a year ago. 

The drop in the call money rate is not 
the only change in the conditions under 
which banks must operate. A year ago 
at this time, loans to bank customers on 
securities were, when properly made, 
both safe and liquid. If a banker real- 
ly required the funds and the borrower 
could not find other means to pay off 
all or part of his loans, the collateral 
securing them could be readily sold and 
the loan liquidated. With stock prices 
steadily mounting, the margin securing 
such loans was, in the majority of cases, 
increasing. Today loans on securities to 
customers are in a vastly different po- 
sition. 

Moreover, not only are some insecure 
because the market value of the col- 


Facing the Facts 


WwW HILE they lasted 
1929 call money rates 
were good but some other 
way must now be found to 
maintain Liquidity and 
earning power says this 
authority. Money advanced 
on securities, he finds, is no 
longer entirely liquid,— 
some uncomfortably frozen, 
in fact. It might be said 
that the solution proposed 
here is, in a word, analysis 
step by step of all assets. 


lateral’ is less than the amount of the 
note, but the loans are not truly liquid. 
If there was any general effort made 
by banks to force the liquidation of loans 
on securities, the results would probably 
be serious. 


Slow Liquidation Better 


T is quite evident, therefore, that it 

is not to the interests of the banks 
to attempt to rush the liquidation of such 
loans. It is much better for them to 
continue the course which they have ap- 
parently adopted, that of gradually re- 
ducing such loans either by payments 
made by borrowers from savings or by 
the sale of collateral only as favorable 
opportunities present themselves. 

The need for more liquidity is over 
and above the need for increased liquid- 
ity and earning power which results from 
the general decline of interest rates, to- 
gether with increased operating costs 
compared with the pre-war period. 
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How, then, is the banker to solve this 
problem? It is clear that some bankers, 
at least, have solved it, and some of 
them, at least, have made substantial 
profits. 


Three Steps for Solution 


HE method by which the success- 

ful banks have solved this problem 
is, briefly, this: They have first analyzed 
their actual position and found out where 
they stood. They have next determined 
certain attainable standards which they 
must reach and maintain in order to be 
successful. Finally, they have taken the 
necessary steps to move from their posi- 
tion where they actually are to the po- 
sition which they feel as the result of 
their analysis to be desirable and even 
necessary. 

The first step in developing adequate 
secondary reserves for banks is to ana- 
lyze various assets which might, conceiv- 
ably, be incorporated in their secondary 
reserve account. Such assets as call 
loans, bankers’ acceptances, commercial 
paper, United States Government secu- 
rities and general list bonds are all logi- 
cal assets which demand consideration 
from this point of view. With such an 
analysis of the logical assets for a sec- 
ondary reserve account before him, the 
banker is in a position to make an anal- 
ysis of the secondary reserve require- 
ments of his bank. 

There are three major factors to be 
evaluated. The first of these is the 
amount of the bank deposits and their 
distribution between demand and time 
deposits. This factor’is both obvious 
and logical. As secondary reserves, like 
primary reserves, are reserves set up for 
the protection of deposits, it is essential 
to base them, fundamentally, on the 
amount of the deposits. As the primary 
reserve requirements for demand and 
time deposits are clearly different, a facet 
that receives full recognition in the es- 
tablishment of legal reserve for member 
banks of the Federal Reserve System, 
it is logical and desirable to carry this 
recognition through to the secondary 
reserve. 

Some feel in regard to this point 
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that since time deposits, especially 
savings deposits, are paid out to a de- 
positor whenever he demands them, the 
same reserve should be carried against 
them as against demand deposits. This 
reasoning is logical as far as it goes, 
but it by no means covers the whole 
question. The rate of interest paid on 
time deposits is substantially higher than 
on demand deposits. This is the result 
of a tacit agreement that time deposits 
will be allowed to remain with the bank 
for a relatively long period of time. 
Moreover, it must be remembered that 
thirty days’ notice may be required in 
most states of an intention to withdraw 
savings deposts and certificates of de- 
posits, unless they are made out as pay- 
able on a certain day. 

The second factor to be analyzed is 
the ebb and flow of funds through a 
bank as represented by the increase and 
decrease in both demand and time de- 
posits, loans and discounts, investments, 
etc. The sharper fluctuations in these 
elements and the greater their amplitude, 
the larger and more liquid should be the 
secondary reserve of the bank for the 
greater the calls are likely to be upon 
it. In order to get an adequate view 
of this factor, it is desirable to carry 
the analysis back over a period of about 
five years by months. 


Testing for Stability 
jr third factor is the distribution 


in the size of the deposit accounts. 
Deposits of a given amount made up 
of a large number of small accounts are 
practically always much more stable than 
the same amount of deposits made up 
of a few large accounts. It is desirable, 
therefore, to analyze both the demand 
and time deposits from this standpoint. 

As the result of the study of many 
individual cases, certain basic secondary 
reserve standards have been developed 
which have been employed with marked 
success in many instances as the start- 
ing point for developing secondary re- 
serve standards for individual banks. 
The major features of these standards 
are the subject of the following discus- 
sion. 

The first of these standards is the 
amount of the secondary reserve. Three 
sets of basic standards have been estab- 
lished to meet varied conditions encoun- 
tered by country banks, reserve city 
banks and central reserve city banks. 

By far the largest number of banks 
fall in the class of country banks, and 
hence this group has offered a wider 
field of study and a greater opportunity 
for the application of the resulting 
standard than half the others. It might 
not be amiss to call attention at this 
point to the fact that there are certain 
banks officially classified as “country 
banks” which, from the point of view 
of the organization of a secondary re- 


serve, should be classified as reserve city 
banks. These are banks in cities which 
have not been accorded reserve city 
classification because of the proximity 
of other cities that have been so named, 
but which are so large and possess banks 
of such size that they are thoroughly 
comparable with reserve city banks. 


Standard Secondary Reserves 


HE basic standard for the amount 

of secondary reserves for “country 
banks” has been set at 35 per cent of 
the average demand deposits for a six 
months’ period and 10 per cent of the 
average time deposits for a like length of 
time. 

For the reserve city banks similar per- 
centages have been established. The 
reason for the lack of differentiation in 
the basic standard between the country 
and reserve city banks are principally 
two. In the first place, relatively, coun- 
try banks need a larger secondary re- 
serve because they are unable to move 
with the same degree of speed as reserve 
city banks and hence need, proportion- 
ally, large secondary reserves. In the 
second place, it will be noted later that 
the standard composition of the sec- 
ondary reserve account is such as to 
give it greater liquidity than the sec- 
ondary reserve of a country bank. Fur- 
thermore, there are few reserve city 
banks which, because of their size and 
the location of the city they are in, should 
adopt the standard of the central reserve 
city bank rather than that of the reserve 
city bank. It is clear from the modifi- 
cation of the classifications suggested 
that good common sense must be used in 
classifying a bank, and that a slavish 
following of the legal grouping should 
not be the rule when dealing with sec- 
ondary reserves. 

The basic standard for the secondary 
reserve of a central reserve city bank 
has been set at 40 per cent of the de- 
mand deposits and 10 per cent of the 
time deposits. The ratio in so far as 
time deposits are concerned has been 
made the same for all classes of banks, 
thus following the policy set by the le- 
gal requirements for these same time 
deposits. 


No Two Banks Alike 


HILE a standard has been set for 
central reserve city banks, it 
should be observed at once that this 
standard is presented simply as a sug- 
gestion. The conditions and require- 
ments and nature of operations of the 
large banks in lower Manhattan and in 
the loop district of Chicago vary so 
greatly that the secondary reserve stand- 
ard needs to be developed in terms of the 
individual bank. 
The next standard commanding atten- 
tion is that for the composition of the 
secondary reserve of a bank. Here par- 


ticular attention has been given to work- 
ing out a standard in such a way as to 
attain that nice balance between liquid- 
ity and earning power which is needed 
to miake the secondary reserve most 
useful to a bank. 

The standard composition of a bank’s 
secondary reserve account varies with 
the class in which the bank falls. For 
the country banks it is desirable to have 
one-half of the account composed of cal] 
money, commercial paper, bankers’ ac- 
ceptances and United States Government 
securities, both notes and bonds. The 
other half should be made up of bonds 
of not over ten-year maturities, evenly 
distributed over the ten years. The as- 
sets in the first group provide a high 
degree of liquidity. 

In the case of the reserve city banks 
the percentage of the highly liquid as- 
sets should be increased to 60 per cent 
and the proportion of general list bonds 
reduced to 40 per cent. This change 
will add substantially to the liquidity 
of the secondary reserve accounts of the 
reserve city banks as compared with the 
country and hence justify using the same 
basic ratio for computing the size of 
the accounts for these two classes of 
banks. The basic percentages in the 
case of the central reserve city banks 
are 70 per cent for the highly liquid as- 
sets and 30 per cent for the general list 
bonds. 


Investment Account Different 


HE investment account of a bank 

is something separate and apart 
from the secondary reserve account of 
that bank. The major objectives of a 
secondary reserve account are to provide 
a bank with liquidity and to supplement 
its earning power from other assets. 
The principal result sought from an in- 
vestment account of a bank is to increase 
the earning power of the bank and in- 
cidentally to aid in maintaining the 
liquidity of the bank. The program for 
an investment account, therefore, should 
be distinctly different from that for a 
secondary reserve account. 

Bonds issued by some of the smaller 
operating public utility companies, cer- 
tain underlying railroad bonds of issues 
of which so few bonds are outstanding 
that the market is narrow, smaller issues 
of industrial securities, many foreign 
dollar bonds are all suitable for an in- 
vestment account of a bank whereas 
they are not adapted to the secondary 
reserve account. 

In the case of an investment account 
it is desirable, also, to shift the maturi- 
ties of the bonds composing it to accord 
with changing trends in the money mar- 
ket. At a time when interest rates are 
falling, it is desirable to purchase long 
term bonds in order to take advantage 
of the resulting capital increment. When 

(Continued on page 1005) 
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the relative importance of details. That's prob- 
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Crane’s Bond is a 100% new white rag paper. Its 
crisp, distinctive sturdiness builds sound prestige 
and good will for you with every letter you send 
out. In view of this, doesn’t a very slight extra 


cost seem pretty unimportant ? 
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Service That 
Follows Through 


Drarts against bills of lading, 

sent to the Out-of-Town Office of 

Irving Trust Company, are closely 

followed through every step until 

Irving Trust Company Building the money is collected. This 

on Wal Se, New Te Company’s car tracing service 
automatically follows up goods shipped under arrival drafts, 


if not delivered on schedule. 


In this way losses on perishables are often prevented, and 
payment on drafts is expedited. Customers are not involved 


in disputes and receive their remittances promptly. 


The same care and attention is given by this Company to 
all domestic and foreign transactions. Every item of out-of- 
town business is followed through in the best interests of 


correspondents and their customers. 


OUT-OF-TOWN OFFICE 


IRVING [RUST COMPANY 


Woolworth Building, New York 


When writing to advertisers please mention the American Bankers Association Journal 
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Five Banks With 8000 Branches 


By FREDERIC EDWARD LEE 


Professor of Economics, University of Illinois 


“Big Five’ of British Banking Control Almost Ten Billion 


Dollars in Assets. 


Combined Resources Decreased About 


Half Billion in 1929 but Cash Position and Net Earnings 
Increased. Public Not Wholly Friendly to More Expansion. 


N these days of breath-taking bank 
mergers and consolidations and the 
agitation for and against branch 
banking in the United States, it is 

interesting to note the current position 
of the British “Big Five” joint stock 
banks. These are the consolidated or 
“merged” banks of the United Kingdom 
which have developed through the 
process of banking evolution in that 
country, in many respects not unlike the 
evolution in banking practice and theory 
taking place in this country. 

Dominating the English banking situ- 
ation both by the extent of their total 
resources and by the number of branches 
throughout the United Kingdom, these 
old-established institutions control assets 
of a little less than £2,000,000,000, as 
revealed by their balance sheets for 
December 31, 1929. They are thus not 
only the leading joint stock or commer- 
cial banks of the United Kingdom, but, 
until recently, were the largest com- 
mercial deposit banks of the world. 


American Bank Now Leads 


NE New York bank through its 
latest consolidations has taken the 
leading place among commercial banks 
of the world from the point of view of 
total resources, while another New York 
institution has recently taken precedence 
over three of the British “Big Five.” 
The so-called “Big Five” joint stock 
banks—the Midland Bank, Lloyds Bank, 
Barclays Bank, Westminster Bank and 
the National Provincial Bank, arranged 
in order of size—are all limited liability 
companies and all have their head offices 
in London. Out of numerous amal- 
gamations and absorptions of other 
banks, begun as early as 1851 by the 
Midland Bank, the “Big Five” have 
gradually come into their present posi- 
tion through nearly a century of de- 
velopment. 


Barclays the Oldest 


ARCLAYS Bank is undoubtedly the 
oldest of the group, but not as a 
joint stock bank. It was established as 
a private bank “prior to 1729,” and has 
probably carried on banking operations 
under a part of its present name and on 


the present site of its head office for a 
longer period than any other bank of the 
“Big Five.” 

In 1736 it is recorded that James Bar- 
clay came into partnership with “Joseph 
Freame, a ‘citizen and goldsmith’ carry- 
ing on business at the sign of the Black 
Spread Eagle in Lombard Street.” The 
present company came into being, how- 
ever in 1896, from an amalgamation of 
twenty private banks, for the most part 
in the eastern counties of England, 
owned mainly by Quaker families inter- 
related by marriage. Between 1900 and 
1922, moreover, many additional absorp- 
tions took place which have raised this 
bank with its more than 2000 branches 
in England and Wales to third position 
in point of view of total resources 
among the “Big Five.” 

The Westminster Bank was the first 
of the group to begin joint stock bank 
operations in the city of London. Prior 
to 1826 the Bank of England had en- 
joyed a monopoly of joint stock banking 
in England. It was protected in this po- 
sition by a law, which at the time and 
for some years later, was believed to 
prohibit other corporations consisting of 
more than six partners from engaging in 
this type of business. After 1826 such 
companies were permitted to carry on 
business in England at a greater dis- 
tance from London than sixty-five miles, 
provided they had no banking establish- 
ment in London. 


Allowed to Enter London 


N 1833, however, the banking legisla- 

tion of the United Kingdom was 
amended and provision was made for the 
operations of such corporations in Lon- 
don and elsewhere, but as deposit banks 
without the privilege of note issue. The 
next year, 1834, witnessed the establish- 
ment of the London and Westminster 
Bank, to be followed in 1836 by the es- 
tablishment of the London and County 
Banking Company. The amalgamation 
of these two banks in 1909 formed the 
nucleus of the present Westminster 
Bank Limited. 

The Midland Bank had its origin in 
1836 in the city of Birmingham as the 
Birmingham and Midland Bank. It was 
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started by a former clerk of the Bank 
of England who had been sent to Bir- 
mingham in 1827 when the “Old Lady of 
Threadneedle Street” began to expand 
her activities by opening a branch in 
that town. For the first half-century of 
its existence, however, it remained a 
comparatively small institution. As its 
chairman, the Right Honorable Reginald 
McKenna, pointed out at the last an- 
nual general meeting of the bank on 
January 22, by 1883, after forty-seven 
years of activity, its deposits stood 
at only a little above £2,000,000. In ad- 
dition to its head office there were but 
four branches, one in Birmingham and 
three in neighboring towns. It had ab- 
sorbed one small bank in Stourbridge in 
1851, and another in Bewdley in 1862, 
but its real policy of absorption and 
amalgamation began after 1881. 

When the Central Bank of London 
was absorbed in 1891 the head office of 
this banking institution was moved to 
London, where with later important 
fusions and absorptions, particularly 
those with the City Bank and the London 
Joint Stock Bank, in 1898 and 1918, re- 
spectively, it gained its position as the 
largest commercial bank in the country. 


Became World’s Biggest Bank 


T became also the largest commercial 

bank of the world, which position it 
maintained until recently when its re- 
sources were surpassed by those of the 
National City Bank of New York. Be- 
tween 1880 and 1924 the Midland Bank 
absorbed thirty-one other banks many of 
which were virtually banking systems in 
themselves with numerous branches. 

Lloyds Bank also came from Birming- 
ham, where, as an older institution it 
had operated under the name Lloyds and 
Co. since 1765. Lloyds Bank as it is 
known today, however, came from the 
amalgamation of this old banking com 
pany with certain other banks in 1865. 
Unlike the Midland Bank, it adopted the 
policy of absorption and amalgamation 
at the outset, and between 1865 and 1880 
had absorbed nine other banks. Since 
1880 some forty-three important banks 
and banking systems have also been 
amalgamated with Lloyds. The new head 
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office building of this bank at the corner 
of Lombard Street and Cornhill is near- 
ing completion, and it is expected that 
the new premises will be occupied by 
about the middle of the summer. 

The National Provincial Bank likewise 
had its origin in the “provinces’—the 
designation for all the area of England 
outside of London and the “home coun- 
ties.” It was established in 1833 as the 
National Provincial Bank of England 
with its headquarters in Gloucester. An 
amalgamation six years later with the 
Union Bank of London and Smith Bank 
started this bank on its career of expan- 
sion. Since 1917 the National Provin- 
cial Bank has acquired by absorption 
and affiliation some ten or more other 
important banks and systems, the most 
important of which was its affiliation 
with Coutts and Co., an old private bank- 
ing firm which still carries on its busi- 
ness separately under its old name, and 
maintains as well its separate status as 
one of the ten London clearing banks. 
The National Provincial Bank is said to 
have the most ornate and artistic bank- 
ing building in the city of London for its 
head office. 


Balance Sheet Position 


HE general position of these large 
British banking houses is indicated 
in the table accompanying this article. 


Not all of these joint stock banks have 


adopted in their entirety the recommen- 
dations of the Cunliffe Committee on 
Banking with regard to bank balance 
sheets. For this reason data are avail- 
able in certain of the balance sheets— 
notably Lloyds and, to a lesser degree, 


that of the Midland Bank—which do not 


appear in the others. Lloyds Bank and 
the Midland Bank separate their accep- 
tances from their indorsements, guaran- 
ties, etc., while the other banks do not; 
hence, for comparative purposes, such 
items have had to be re-combined in the 
table. The principal comparable items 
in the balance sheets of the “Big Five” 
for the year ending December 31, 1929, 
and composite balance sheets for the 
same items in 1927, 1928, and 1929, are 
shown in the table. 

As will be noted by a comparison of 
the items in the composite balance 
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sheets, the combined resources of the 
“Big Five” have been decreased during 
the year by some £90,000,000 or $460,- 
000,000. This is largely accounted for 
by a falling off in deposits of £35,000,- 
000, and by a decline in the volume of ac- 
ceptances held of approximately £51,000,- 
000. The rise in deposits which has been 
going on from year to year during the 
past few years has been checked, al- 
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however, both absolutely and relatively, 
and this greater liquidity probably re- 
flects the aftermath of the stock ex- 
change developments both at home and 
abroad. 

The dominance of the “Big Five” joint 
stock banks in the English banking situ- 
ation is seen from the fact that at the 
end of 1928 the twelve leading joint 
stock banks of England and Wales had 


Net Prorits oF “Big Five” BANKs (See page 1012) 


Bank 1926 
2,523,582 
2,427,162 
2,157,232 
National Provincial......... 


2,115,654 


Total Aggregate Profits.. £11,757,360 


though the decline amounts on the whole 
to only about 2.4 per cent. 

Questions have arisen in England as 
to whether this contraction in bank de- 
posits is simply the result of the fall of 
wholesale prices during the year, or 
whether it has been one of the contribut- 
ing causes of the lower price level 
through contraction of bank credit. 

Two causes are cited for the substan- 
tial decline in acceptances. The higher 
money rates which have prevailed dur- 
ing the past year is given as one of the 
causes. The average rate of discount 
for the Bank of England for the year 
was a little less than 5% per cent, 


whereas it remained at 4% per cent dur- 


ing the whole of 1928. The second cause 
as given is related directly to the first. 
Competition from other centers, partly 
made more effective by the higher level 
of money rates prevailing in London, is 
said probably to have diverted a consid- 
erable quantity of acceptance business 


from London. 


Cash Position Higher 

HE fact that in spite of lower de- 

posits for the year the outstanding 
amount of advances by these banks to 
their customers has increased is ac- 
counted for only by the decrease in cer- 
tain other items on the assets side of the 
accounts. Both bills discounted and in- 
vestment holdings are considerably lower 
than at the end of 1928, and money at 
call is about £15,000,000 less. The cash 
position of the “Big Five,” is higher, 


SELECTED ITEMS IN “BIG Five” BALANCE SHEETS FOR 1929 AND COMPOSITE BALANCE SHEETS FOR 1927, 


1927 1928 1929 
£2,554,650 £2,656,554 £2,665,042 
2,475,674 2,528,143 2,542,083 
2,306,329 2,301,285 2,331,580 
2,132,815 2,148,408 2,160,384 
2,093,452 2,108,663 2,224,786 
£11,562,920 £11,743,053 £11,923,875 


total assets of £2,294,500,000, of which 
the “Big Five” accounted for £1,993,775,- 
000, or 87 per cent. At the end of 1929 
the ten London clearing banks had total 
deposits of £1,842,773,000, of which total 
the share of the “Big Five” was no less 
than £1,630,935,000, as revealed in the 
accompanying composite balance sheet 
for 1929. One of the remaining five of 
the London clearing banks—Coutts and 
Co.—is, moreover, controlled by one ot 
the “Big Five” group. 

The importance of this group is also 
shown by the number of branches they 
have in the United Kingdom. Both Bar- 
clays and the Midland Bank have each 


“over 2000 branches in England and 


Wales,” while the National Provincial, 


the smallest of the group, reports over 
1300. 


Almost 10,000 Branch Banks 
T the end of 1927, the sixteen Eng- 
lish joint stock banks were re- 
ported to have 9381 branches in the 
United Kingdom, 7970 of which belonged 
to the “Big Five” group. There has been 
a considerable number of new branches 
opened during the past two years, so that 
the “Big Five” undoubtedly now have 
together well over 8000 branches. 

Net profits for each of the “Big Five” 
banks for the year 1929 were greater 
than for either of the two preceding 
years, and with one exception, greater 
than for 1926 as well. The higher in- 
terest rates prevailing during the year 

(Continued on page 1012) 


1928 AND 1929 


West- National 7-———Composite Balance Sheet———, 
Item Midland Lloyds Barclays minster Provincial 1927 1928 1929 
Liabilities : 
Capital up... £13,432,968 £15,810,252 £15,858,217 £9,320,157 479,416 £63,133,840 £63,901,010 £63,901,010 
Reserve funds...............e0ee0e 13 "432,968 10,000,000 10,250,000 9,320,157 479, 416 51,715,371 52) 482,541 52, 482, 541 
Current deposit and other accounts.. 381,449,189 353,140,142 337,439,214 286,344,753 272, 561,592 1, 604, 142) 737 1,666, 226, 703 1, 630, 934, *880 
37, 474, 366 52,226,286 21,991,928 27,599,579 15,174,188 118, 194, 008 205,758,415 154, "466, 347 
Assets: 
Cash in hand and at Bank of England 46,918,243 44,203,999 51,850,334 35,467,196 31,626,945 208,147,891 207,679,321 210,066,717 
Balances with and checks in course 
of collection on other banks...... 18,375,202 12,798,849 10,818,386 10,513,477 10,257,758 62,881,918 65,865,248 62,763,672 
Money at call and short notice...... 21,670,909 26,484,815 23,582,200 33,169,823 19,413,496 138,511,339 139,223,474 124,321,243 
Bills discounted......... banaeee e 58,783,657 39,625,277 36,966,668 32,501,317 28,190,610 209,714,661 231,062,019 196,067,529 
Investments® .........eeeeeee 32,928,891 37,134,127 52,736,790 37,923,453 35,823,629 204,373,484 208,938,245 196, 546,890 
212,338,674 191,752,253 174,454,652 147,350,592 156,678,357 846, 291, 150 878,853,810 882,574, 528 
er or ree 8,964,535 6,957,722 5,864,585 5,075,104 6,076,878 29; 160, 602 31,444,819 34,152, "173 
Complete balance sheet totals, all items 445,714,034 431,182,519 385,539,359 332,592,440 306,694,612 1,842,501,949 1,993,775,144 1,901,722,964 


*Excluding investments in affiliated institutions. 
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SUPER-SAFETY CHECK PAPER 


WAS PROVED 


IN THE LABORATORY 


... YOU CAN PROVE IT AT YOUR DESK! 


INTRODUCED a year ago, the New Super-Safety paper was 
the first ever created expressly and exclusively for check 
purposes. Rigid tests by independent laboratories had 
proved it superior to other check papers in every respect 
—credited it with five times greater foldability and seven 
times longer life. Since then, it has proved itself again 
—in the exacting laboratory of every-day bank usage. 

We can send you detailed reports from testing engi- 
neers, eloquent endorsements from practical bankers. We 
will, gladly, if you ask for them. But we’re much more 
anxious to send you actual samples of Super-Safety 
paper. We know that your personal examination of this 
revolutionary new paper will prove its merits more 
dramatically and effectively than pages of printed matter 
possibly could. 

The convenient coupon at the right will bring you 
samples post-haste. We'll leave the rest to you— and 
Super-Safety. Compare it with your present check paper 
— or any other. Put it through every ordeal that checks 
must undergo. 

Crease it sharply with your finger-nail—again and 
again. You'll grow tired before Super-Safety will! Tear 


SANK nec 


it. And on the torn edges, notice the extra-long fibers 
that mean surpassing strength. Write on it. See how 


smoothly and eagerly the ink is absorbed—without blur. 
Ink eradicator, knife or eraser leaves a glaring spot that 
can’t be covered up. 

Consider Super-Safety’s crisp, fresh feel and the 
beauty of its six soft colors. Think how your depositors 
would appreciate such safe, sturdy and distinguished 
checks. Remember that Super-Safety costs no more than 
other papers. ... And here’s the coupon. Tue Topp Com- 
pany. (Est. 1899.) Bankers’ Supply Division. Rochester, 
Chicago, Brooklyn, St. Paul, Denver, Dallas, Buffalo, 


Birmingham, Des Moines, Boston, Spokane. 


THE TODD COMPANY 4-30 
Bankers’ Supply Division, 1176 University Ave., Rochester, N. Y. 


Please send me complete information concerning Super-Safety 
Checks made of the New Super-Safety paper. 


Name of Bank 
Name of Office 


Street 


Tow? 


TODD SYSTEM OF CHECK PROTECTION 


When writing to advertisers please mention the American Bankers Association Journal 
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HEN the First National Bank of Chicago 

was established, in 1863, it began to buy 
high grade bonds. It has bought them during 
the sixty-six years since that time in increasing 
volume. 


The investment activities of the First National 
Bank and the First Union Trust and Savings 
Bank have been concentrated for years in the 
Bond Department of the latter bank. Through 
this department hundreds of millions of dollars 
of the banks’ funds, as well as the funds of 
individuals, corporations, estates, banking insti- 
tutions and insurance companies have been 
safely and profitably invested. 


Six decades of experience in weighing security 
values, a broad diversity of issues thoroughly 
investigated, an investment service of the highest . 
class—these are the major advantages offered to 
banks buying bonds for secondary reserves and 
for resale to investors. Inquiries regarding 
investments are invited without obligation, and 
will receive prompt attention by our Bond 
Department. 


When writing to advertisers please mention the American Bankers Association Journal 
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Service Charges Have Merely 
Scratched the Surface 


By W. D. SHULTZ 


Vice-President and Cashier, Commercial Bank and Trust Company, Wenatchee, Washington 


Service Charges on Checking Accounts Only First Step. 


Cost 


Analysis Reveals Even Large Accounts Often Lose More Than 


They Earn. 


Many Other Charges Should Be Made for Services 


and Accommodations Rendered to Customers on Free Basis. 


HERE are forces continually at 

work to increase the bank’s ex- 

penses and to decrease the de- 

posits from which earnings can 
be made. There is only one way out— 
increased income. Banks must main- 
tain their proper place in the economic 
life of the community and to do that 
they must derive a profit from their 
operations. 

The guite general installation of ser- 
vice charges on checking accounts has 
been a step in the right direction but 
many of these accounts still do not pay 
their own way. The day is not far dis- 
tant when all progressive bankers will 
collect proper float charges, collection 
charges, exchange charges, safe-keeping 
charges, escrow charges, and others in 
keeping with the risks and the work 
involved. 


Customer Should Pay 


CURRENT case in point is the 
tendency for banks to install night 


depositories. Most banks offer the ser- 
vice free and as soon as one of the safes 
is installed the other local banks are 
forced to follow suit in self-protection, 
and another free non-profitable service 
is in operation. Cooperation among the 
banks in communities where such a ser- 
vice is needed should result in its in- 
stallation at a profit. Let the customer 
pay if he wants the service. 

It is necessary to change the thought 
and practices of the bankers themselves. 
In our quest for business we seem to 
have totally ignored the principles of 
good business. Most bankers acknowl- 
edge the necessity for these charges but 
when they start to enforce them suffer 
from an assortment of reactions which 
prevent effective results. 


High Cost of Checking 


ROBABLY not more than 1 or 2 
per cent of country bankers know 
what it costs them to handle a check 
on themselves. Costs vary in practical- 
ly every bank and it is only by an ac- 
curate analysis that correct figures can 


Only One Way 


remedy for free 
services, in the opinion 
of this writer, is to get rid 
of them. No _ half-way 
measures will accomplish 
the desired result. Here is 
even a hint that the Gov- 
ernment might step in and 
correct the fallacy of giv- 
ing services away just as 
public utility rates are now 
subjected to uniform action. 
Banks, he says, get the 
crumbs discarded by cus- 
tomers who thrive on using 
these free conveniences. 


be arrived at. Such analyses show the 
cost of handling a “‘check on us” to vary 
from one and three-quarters cents in 
some banks to as high as seven cents 
in others. The time is fast approach- 
ing when the bank that does not know 
its costs will not only lose money but 
lose caste. 

There are two sorts of charges bank- 
ers should use on checking accounts. 
The first is the activity charge and is 
based on the number of items handled. 
The other is the maintenance charge 
which every account must earn, whether 
active or not, before it cah show a profit. 

We expect our borrowers to know 
their costs and whether or not all their 
departments are profitable. No doubt 
many bankers have had experiences with 
customers who are losing money and did 
not know why, but who, upon making a 
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cost analysis, were able to correct their 
faults and be classed as profitable under- 
takings again. 

The Minnesota Bankers Association 
has arranged an analysis service for its 
members at fees ranging from $100 to 
$200. The service includes: 


1. Departmental analysis of earnings and 
expenses. 

2. A comparison with other banks of sim- 
ilar size. 

3. Furnishing a schedule of item costs to 
be used in account analysis. 

4. Practical application of said costs to 
typical accounts in the bank. 


Most Accounts Unprofitable 


PROPER cost analysis when ap- 
plied for the first time will show 
that from 60 to 80 per cent of the ac- 
counts either represent a loss or no 
profit to the bank. To the banker who 
is regarding with concern the rapid in- 
crease of group and branch banking let 
me suggest that cost analysis is being 
applied by these groups and is one of the 
ways they expect to increase the effi- 
ciency and profits of their various units. 
But to return to service charges on 
checking accounts. In the absence of 
cost analysis the following is a simple 
and seemingly equitable system for 
charging both large and small unprofit- 
able accounts. 

Figure an interest income of 5 per 
cent which would be $5 a year or rough- 
ly forty cents a month on each $100 
average of checking account. The cost 
of maintaining the banking quarters, 
payment of salaries, cost of stationery, 
rendering a monthly statement, and 
other items is ever present and it is 
estimated that the first $100 average 
balance of each account is absorbed in 
the payment of a maintenance charge 
even though no checks are paid. 


Checks Cost Four Cents 


SSUME that four cents is the cost 

of a “check on us.” On this basis 
there should be, over and above the first 
$100, an average balance of $10 for 
each check, so that an account paying 
ten checks should average $200. Or, an 
account averaging $80 with ten checks 
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should cost the depositor forty-eight 
cents—forty for the checks and eight 
cents for the $20 the account is short 
of the required $100 average. 

The next phase to consider is float 
and an equitable charge therefor. City 
banks for years have computed and paid 
interest on balances after deducting 
“time out” for uncollected items. How- 
ever, among country banks interest is 
seldom paid on individual balances. As 
a result country bankers have not been 
brought face to face with the necessity 
for a float charge. But the loss never- 
theless is there in a most insidious form. 
Suppose an account shows a $20,000 
average ledger balance. It seems to be 
a good account. Yet when we analyze 
it for float we find Monday’s deposit 
includes a $5,000 draft on New York, 
which will be afloat five days or $25,000 
for one day. Tuesday there are several 
more eastern items totalling $3,500 and 
averaging six days out, or $21,000 for 
one day. And so it goes. 

Most bankers have comparable ac- 
counts using thousands of dollars with- 
out interest and yet the bankers sit pas- 
sively by without action. Either they 
fear to lose the accounts or they do not 
know what to charge. 

There is a simple method for com- 
puting float: On the smaller items it 
is better to make a fixed charge, say 
three cents up to $25, five cents from 
$25 to $100 and seven cents from $100 
to $200. Above $200 interest at 6 per 
cent should be charged for time out, 
which equals seventeen cents per $1,000 
per day. Float items may be checked 
as they come through the tellers’ win- 
dows or from the remittance sheets. 

Another very proper charge closely 
related to float and brought to light by 
cost analysis, is a per item charge. 
Many accounts deposit a long list of 
checks each day. These checks cost the 
banker a definite sum and should be 
charged for. It seems proper to charge 
in account analysis for each deposit and 
also for each deposited item not “on us.” 
This brings us to the question of account 
analysis which to a marked degree is 
dependent on cost analysis for a basis 
to work from. 

The following form is very simple 
and easily applied: 


Assume: 


Average Book Balance..... $2,500.00 
Less—Average Float of say 500.00 
Average Net Balance...... $2,000.00 
Less—15 Per Cent Reserve 300.00 
Loanable Balance......... $1,700.00 
Monthly Interest Income at 
Activity Cost: 
125 Checks Paid at 4c. 
$5.00 
6 Deposits at 2c. Each 12 
34 Checks DepoSited at 
51 
Total Activity Cost........ $5.63 
Maintenance Cost......... .4 
6.03 
Profit for the Month....... $1.05 
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Losses on Large Accounts 


T is apparent that service charges, 

as generally applied, have merely 
scratched the surface. The losses on 
the large active accounts are the most 
serious and to date they have been re- 
ceiving little or no attention. This will 
continue to be the case until we analyze 
our costs, for until then we will lack 
the assurance necessary to deal with 
these larger problems. 

Generally speaking these larger ac- 
counts show only the balance the de- 
positor cannot help leaving with his 
bank. How many show a big balance 
on their books maintained in apprecia- 
tion of the many benefits accruing to the 
depositor from the bank? If we make 
any money on one of those active ac- 
counts it is because the bankers have 
the facilities and the knowledge to com- 
bine his balance with many others and 
put them to work. Bankers today are 
collecting the fragments thrown off by 
business in its dizzy whirl and con- 
serving them with consummate skill and 
diligence to eke out a meager profit not 
commensurate with the risks involved. 

The proper objective today is quality 
accounts. I know of a bank which by 
proper use of service charges and dis- 
crimination in the solicitation and ac- 
ceptance of business has increased its 
commercial deposits approximately $700,- 
000 or 90 per cent in three years with 
a net increase of less than 100 accounts. 
The average of its accounts has in- 
creased from $600 to over $1,000 per ac- 
count, and that in three years. 


Big Balances, Less Checks 


HE objective of that bank is larger 

balances and less checks. Even 
with this greatly betterad condition its 
annual service charges on a measured 
activity basis are over $3,000 plus $300 
for returned N. S. F. checks at twenty- 
five cents each. These figures indicate 
unmistakably that the average balance 
has been increased, the account has been 
withdrawn or a charge collected for the 
service rendered. 

A study of the set-up of a power com- 
pany shows a striking similarity between 
their rate problems and a bank’s service 
charge problems. In a recent conversa- 
tion with a power man I told him of the 
bankers’ efforts to establish proper 
charges for their services whereupon he 
said he thought the banks’ position might 
be improved if operated under the super- 
vision of a public service commission 
with definite charges and rates. I said 
probably he was right but bankers were 
asking a bit more time to work out their 
own problems and if they could not.do it, 
then the state might very properly step 
in and correct the situation. 

How can we justify the payment of 
premiums on burglary insurance to cover 
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securities we are keeping, without 
charge, for our customers? Why have 
some of us been rendering this service 
free? Is it fear or ignorance or are we 
too busy with unprofitable business to 
arrange an equitable fee? 


Escrow Charges Important 


SCROW charges with many banks 

are an important item. By doing 
some constructive work and taking an 
aggressive stand the average banker can 
develop an escrow department which not 
only will serve the community but will 
be a source of revenue. 

It takes time and ability to handle 
escrows properly. If proper analysis is 
made of these factors, and the customers 
educated as to the value of the service 
I am sure the old fashioned $2.50 escrow 
fee will take its place in the limbo of 
discarded unprofitable practices. 

Every banker should make a proper 
charge for collections. But most bankers 
do not know what it costs to operate a 
collection department. It is not difficult 
to set up an arbitrary schedule of 
charges but a schedule is of no value 
unless the banker knows the charges 
are equitable and will take the time to 
educate the public that he is entitled to 
them. 

Many country bankers accept interest 
coupons as cash items. As a matter of 
principle they should always be handled 
as collections subject to a charge suffi- 
cient to pay postage and insurance and 
a handling charge in line with the 
amount involved. 

It hardly seems necessary to suggest 
that exchange should be _ sold, not 
donated and that traveler’s checks are a 
legitimate source of profit, but many 
country bankers still have some educa- 
tional work to do along these lines. 


Return to Sound Business 


HE Clearinghouse Section of the 
American Bankers Association has 
recommended service charges as_ the 
best way to eliminate unprofitable ser- 
vices. But I think they have not as yet 
recommended definite fees, and that is 
where the greatest difficulty lies. We 
do not know what is a proper charge. 
In the State of Washington our uniform 
practices committee has recommended a 
complete schedule of charges which is a 
forward step but many more must be 
taken before our goal can be reached. 
Unprofitable practice may be made 
profitable by the application of sound 
business principles. Many profitable 
practices have been made unprofitable 
by our neglecting to apply these prin- 
ciples) The banks have only them- 
selves to blame, and the only way out 
is through their own efforts. 
In many banks it has been found that 


(Continued on page 1009) 
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She McCorMIcK-DEERING 
Cream Separator 


. a ball-bearing product of high and lasting quality 
in every detail—one of some sixty lines manufactured 
by International Harvester and dedicated to an industry 
which is daily demonstrating the truth of the slogan 
Good Equipment Makes a Good Farmer Better 


International Harvester farm operating equipment is sold and serviced 


through McCormick- Deering dealers in all farming communities. 


INTERNATIONAL HARVESTER COMPANY 


of America 


(incorpurated ) 


606 So. Michigan Ave. Chicago, Illinois 


MESCORMICK- DEERING 


Ball-Bearing Cream Separators 


When writing to advertisers please mention the American Bankers Association Journal 
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Depreciation Cannot Be Ignored 


By A. A. SCHRAMM 


State Superintendent of Banks, Salem, Oregon 


Not to’ Take Recognition of Losses in Value of Physical Equip- 
ment Due to Wear and Tear or Changing Styles Is Dangerous. 
One Building, Which with Fixtures and Furniture Was Carried 
at $160,000, Brought Only $32,500 When Finally Disposed Of. 


EPRECIATION has in many 
banking institutions been to- 
tally ignored. Aside from wear 
and tear, mere possession im- 
plies depreciation. It is certain to occur 
and must be reckoned with in this day 
of scientific management. certified public 
accountants and tax authorities. 

The human or personal phase is a po- 
tent force in its relation to banking fix- 
tures and buildings. We are obligated 
to and pay tribute to human achieve- 
ment and we cannot ignore the psychol- 
ogy of new things. Bankers want to 
be up to date. They take pride in the 
appearance of their rooms and build- 
ings. Such property, ordinarily suitable 
for no other activity than that of a bank, 
is usually built of expensive material 
and designed to convey the impression 
of strength, stability and fortitude. 
Bankers build well with emphasis on per- 
manency and thus usually give very lit- 
tle thought to the possibility of resale 
and liquidation of invested funds. 


Style Changes Affect Values 


HERE is no resale value for wooden 

counters and bronze, brass or cop- 
per grillwork. These are out of date. 
Yesterday we erected marble counters 
and glass partitions, framed in marble. 
Today’s standards have found no substi- 
tute for marble and slate but high par- 
titions must be cut down and contact 
with the customer made more personal 
through the use of the open window. 
Thus earnings are spent and capital is 
tied up as competition exacts its toll and 
we bow to the sway of fashion through 
modern architecture, expensive machin- 
ery and constant changes, all with the 
result of greatly increasing the rate of 
depreciation and reducing profits. 

Two banks of more than average size 
located in the same town failed, one in 
1928 with a capital and surplus of $240,- 
000. Its investment in banking house 
and furniture and fixtures was slightly 
over $160,000. The receiver did his best 
to sell the premises but the market was 
very limited. Last fall the complete plant 
was sold to the highest of two competi- 
tive bidders for $32,500 cash or at a loss 
of 80 per cent of the book value. The 


Toll of Time 


B UILDINGS, _ typewrit- 

ers, cages, counters, 
desks and adding machines 
constantly are decreasing 
in value. How much of 
value remains in the im- 
pressive bank building, en- 
quires this state official, 
when an attempt must be 
made to convert it into 
money? He answers the 
question himself—“a com- 
munity monument which 
cannot command rent 
enough to pay a reasonable 
return.” He has found 
that to neglect matters re- 
lating to depreciation in 
this epoch of scientific man- 
agement is short sighted. 


second bank, which closed a little over 
a year later, had a capital and surplus 
of $400,000 and its banking house and 
furniture and fixtures were carried at 
$184,000, representing an original invest- 
ment of over $200,000. Obviously the 
chances of sale or liquidation are nil and 
again the loss will be great. 


Civic Pride Causes 
Unprofitable Investments 


HAT has happened in the smaller 

villages? Human pride, fired by 
a zealous civic pride, has in days of slow 
transportation been responsible for the 
erection of what are now unprofitable 
investments. The shifting of deposits 
to larger cities and the increased trade 
areas or shopping districts of county 
seats leave the banking premises as a 
community monument which cannot com- 
mand sufficient rent to pay a reasonable 
return on the investment. Fixed assets 
and other real estate, carried at exces- 
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sive values have proved to be almost un- 
surmountable obstacles in the transfer 
of sufficient acceptable assets to cover 
limited deposits in an attempt to avoid 
a bank failure through a merger. 

In Oregon, since 1927, we have at- 
tempted to make actual appraisals with 
the result that in some instances stock 
assessments have been necessary to care 
for the determined depreciation on bank- 
ing house, furniture and fixtures and 
other assets. In other cases where the 
reduction of worth was not so great, we 
have required a_ substantial annual 
charge greatly in excess of our fixed 
annual rate. This is followed by our 
present general policy of an annual de- 
preciation requirement of not less than 
2% per cent on brick or concrete bank 
buildings and from 5 per cent to 20 per 
cent or an average of 10 per cent on fur- 
niture and fixtures. The implied life- 
time or period of use is forty years for 
buildings and ten years for furniture 
and fixtures. 


Ten-Year Intervals 


HESE rates have been allowed and 
established by the United States 
Board of Tax Appeals. Some authori- 
ties fix the rate of 20 per cent on adding 
machines and typewriters, which we have 
attempted to equalize in our annual rate 
of 10 per cent on furniture and fixtures 
because some items do not depreciate 
that fast. As a matter of observation 
and general experience, bankers run true 
to form and make alterations, purchase 
new equipment and move to new build- 
ings and we cannot anticipate the use of 
equipment for more than ten years. 
Twenty or fifteen years ago when the 
original investment in furniture and fix- 
tures for the bank of average size was 
less than the present purchase price of 
two or three posting machines and our 
standard of equipment was more fixed, 
it was not necessary to give much 
thought to depreciation. Today if bank 
bookkeeping is to keep pace with modern 
accounting, it is apparent that deprecia- 
tion should appear in our reports of 
earnings and dividends under the divi- 
sion of current expenses and not under 
the section of chargeoffs or losses. In 
(Continued on page 1001) 
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built entirely 
of concrete 


CONCRETE 
sets a magnificent 
stage for sales 


As modernly conceived, architec- 
ture has become an important ally 
of business. Farsighted merchants 
know that sales are stimulated by 
an attractive setting. This is espe- 
cially true with merchandise of 
high cost— yet even the great ten- 
cent store chains find good archi- 
tecture an asset. 


To provide the stage for modern 
merchandising, many architects 
have used concrete construction 
not only for purely structural pur- 
poses, but for exterior surfaces 
and ornamental detail. In their 
skilled hands, concrete provides 
an environment in which dignity 
is tempered with grace, and mas- 
siveness becomes a thing of rare 


beauty. 


Because it is firesafe, concrete af- 
fords utmost protection. Because 
it endures through generations, 
its economy cannot be questioned. 


Throughout the structure it as- 


sures uniformity, ri gidity, strength. An example of fine craftsmanship in concrete. Decorative details, including panel 
Renan, bitenle: em skyline pail over entrance, cast in place at the same time and of the same concrete as the walls. 

? Exterior flat surfaces finished with tinted portland cement stucco. Gilbert Stanley 
crete renders an unmatched service. Underwood, Architect; H. W. Baum Company, Contractors, both of Los Angeles 


PORTLAND CEMENT Cfsssociation, 


Concrete for “Permanence and Firesafety CHICAGO 
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Paying Interest 


on uncollected funds 
on actual overdrafts 


is a condition in banking which can be 


corrected by Individual Account Analysis 


management recog- 
nizes that business — retail, 
wholesale and manufacturing— 
is not properly organized unless 
sound Cost Analysis is installed 
in the background of all opera- 
tions. 

Individual Account Analy- 
sis is recognized today as one 
of the most profitable products 
secured by “Cost Accounting in 
Banks.” 

Individual Account Analy- 
sis of float, of possibly actual 
overdrafts, and of true balances, 
appears to some bank manage- 


ment as being prohibitive in 
actual cost and detail, for the 
profits to be secured. 

A simple and effective 
method of arriving at accurate 
information about every account 
in your bank is available to you 
on request. 

Our Booklet 665-A_ con- 
tains information that will en- 
able bank management to know 
definitely what accounts are 
profitable and what accounts are 
costing the bank money to con- 
tinue on the books. We shall 
be glad to send you a copy. 
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The Margin of Profit in Call Loans 


By HARRY J. HAAS 


Vice-President, First National Bank, Philadelphia 


Average Yield on Day-to-Day Funds Supplied to Brokers During 
Twenty-Year Period Has Been 4.42 Per Cent. 
Credit Is Convenient Employment for Certain Classes of Funds 
of Temporary Nature as Municipal and Corporation Balances. 


ALL loans made for account of 
others have been termed the in- 
visible banking system. When 
danger appeared they ran to 

cover and to save utter rout in the mar- 
ket and a further collapse followed by 
many failures, the banks making the out- 
side loans for account of their depositors 
took over these loans for their own ac- 
count. They were in no sense obliged to 
do so. 

These funds were strictly call loans 
made with the usual understanding that 
they were to be paid when called at any 
time, regardless of conditions. Naturally 


the lenders, having their loans paid, de- | 


posited the funds with their banks so 
that the result was a number of direct 
bank loans made with the funds formerly 
employed in indirect loans. Banks, how- 
ever, were required to carry reserve 
against the deposits. 


Pre-War Isolation 


RIOR to the world war and the es- 

tablishment of our Federal Reserve 
System, we were quite provincial in our 
financial affairs. Our world-wide trade 
credit balance amounted to about $500,- 
000,000 a year. This was practically off- 
set by interest and dividends paid on 
American securities held in foreign coun- 
tries, plus expenditures by American 
travelers abroad and remittances made 
to foreign countries by foreigners living 
in our country, so that there was very 
little necessity for the transfer of gold 
in the settlement of balances. 

With the outbreak of the war, America 
offered the only outlet for cash credit 
and American securities to the extent 
of probably $2,000,000,000 were dumped 
on the American market with the result 
that prices fell below their real value. 
To protect our own people, the New York 
Stock Exchange was closed from July 31 
to December 12, 1914. 

Since the war America is the creditor 
nation of the world. We no longer pay 
foreigners interest and dividends on the 
American securities which they sold here 
at sacrifice prices and, in addition, we 
collect annually interest and payments 
on account of principal of governmental 
credits extended to foreign countries, 


A New World 


THe terms pre-war and 

post-war have come to 
designate two sharply con- 
trasted economic and polit- 
ical epochs. One of the 
phenomena belonging in 
large measure to the period 
since the war has been the 
swift rise in volume of 
loans on call. Mr. Haas de- 
scribes this change, 
plains methods of making 
such loans and suggests 
the various kinds of funds 
most suitable. He foresees 
an expansion of the call 
loan market proportionate 
to growth in the nation’s 
wealth. 


plus interest and dividends on foreign 
securities purchased by individual Amer- 
icans. 


Richer Year by Year 


ETWEEN 1915 and 1929 inclusive, 
our credit balance of merchandise 
trade reached the enormous total in ex- 
cess of $25,000,000,000. The only offsets 


are American loans and investments 
made abroad and American securities 
purchased from foreigners, plus Amer- 
ican travel abroad and remittances to 
foreign countries by foreigners liying in 
America, so that America is getting 
richer and richer year by year. 


This is best evidenced by the Na- 
tional Industrial Conference Board re- 
port which places our national wealth of 
fixed and tangible assets, not including 
credits and currency, at $183,300,000,000 
in 1912 and $360,100,000,000 in 1928. 
The increase from 1912 to 1928 was 
$176,800,000,000, and from 1922 to 1928 
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Security Market 


was $40,000,000,000. The percentage of 
increase from 1912 to 1928 was 93.3; 
making an allowance, however, for pre- 
war purchasing power of the dollar as 
compared with 1928 prices, this apparent 
increase of 93.3 per cent is reduced to 
37 per cent. The per capita wealth in- 
creased to $3,000. 

This large increase in our national 
wealth must find an outlet and as money 
seeks the market which offers the highest 
return, we must expect large transfers 
internationally and a constant increase 
in foreign and domestic securities listed 
on the New York Stock Exchange and a 
proportionate increase in call loans. 


Call Loan Machinery 


HE New York Clearing House rules 

provide that a charge shall be made 
to banks not less than % per cent per an- 
num on the principal of the amount 
loaned during the period the loan shall 
remain in effect. The day renewal rate 
in New York is announced at 10.40 a. m. 
each business day. This governs only 
the day rate for loans which hold over 
from the day before and new loans made 
later in the day may be either higher or 
lower than the renewal rate. 

New York banks unable to loan their 
funds direct to brokers have the oppor- 
tunity of loaning through a money broker 
who charges a commission to the bor- 
rower. A money post is provided on the 
floor of the New York Stock Exchange, 
and arrangements have about been per- 
fected for the establishment of a money 
post on the curb market where funds 
can be loaned on a selected list of ap- 
proximately 450 curb stocks and at a 
higher rate of interest than received on 
loans made on stock exchange or mixed 
collateral. 

The yield on call loans over a period of 
years shows wide fluctuations. The 
lowest average yearly rate during the 
past twenty years was 1.98 per cent dur- 
ing 1915, and the highest average rate 
was during 1920, being 7.78 per cent. 
We are more familiar with the year 1929, 
when rates appeared very high, but were 
0.16 below 1920, averaging 7.62. Over 
a period of twenty years from 1910 to 

(Continued on page 1002) 
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Adjusting reserves for 
maximum earning power 


MOST of a bank’s resources are subject, 
theoretically, to withdrawal. Past experi- 
ence, however, usually indicates that a sub- 
stantial percentage can be considered 


permanently available for investment by 
the bank. 


An analysis of the maximum deposit 
withdrawals, the maximum seasonal loan 
demand, the normal growth of deposits and 
the specific requirements of the community 
is necessary in order to determine the max- 
imum demands which the bank must be 
prepared to meet. This amount should nat- 
urally be available in cash and highly liquid 
investments which together constitute the 
bank’s Primary Reserve. The excess may 
then be more profitably employed in 
Secondary Reserve investments. 


Profits, after all, provide a fundamental 
justification for the existence of a bank or 
any other business institution. The realiza- 
tion of maximum earning power demands 
a careful determination of the amount 
which should be placed in the Primary and 
Secondary Reserves. A Primary Reserve 
larger than is necessary gives excess liquid- 
ity and reduces legitimate profits. A Sec- 
ondary Reserve which is unjustifiably large 
weakens the bank’s position. 


There are no rules of thumb for the build- 
ing of bank reserves. The bank’s specific 
situation must govern. 


An experienced outside point of view is 
often valuable. For 37 years A. G. Becker 
& Co. has assisted banks throughout the 
country in the construction of reserves to 
meet their needs. Our experience with 
these fundamental banking problems is at 
your disposal. We invite you to use our fa- 
cilities. It does not obligate you in any way. 


Average cost of money, 2.75% 
Aenious structure 
WB hevised structure 


$1,100,000 


$700,000 


Fluctuation Primary Res. Secondary hes. local L.&bis. Total 
Dep-L&d. turn Avg. Return Arg Return Resources 
-35% 6% 


~ 


The above chart presents the actual situa- 
tion of a state bank located in Wisconsin. 
An examination of operations for the past 
five years showed an average combined 
net fluctuation of deposit withdrawals and 
loan demand of $400,000. The maximum 
fluctuation during that period was a trifle 
over $500,000 and the minimum approx- 
imately $300,000. The bank maintained a 
total Primary Reserve of $1,100,000, the 
average income return on which was 
2.75%, which was also the bank’s average 
cost of funds. The Secondary Reserve 
totaled $300,000 on which the return 
averaged 5.35%. 

We recommended the adjustment of 
the Primary and Secondary Reserves, 
reducing the former to $700,000 and in- 
creasing the latter to the same figure. In 
this way the total income was increased 
by over $10,000, equal to $5 per share on 
the capital stock. The Primary Reserve 
was maintained at a figure in excess of the 
maximum need as shown by past experi- 
ence, while the Secondary Reserve was 
constructed so as to furnish an additional 
source of liquid funds should an unfore- 
seen or unusual demand arise. 


A. G. Becker & Co. 


Sound Securities for Investment 


100 SOUTH LA SALLE STREET, CHICAGO 


54 PINE STREET, NEW YORK 


When writing to advertisers please mention the American Bankers Association Journal 
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Management Problems Diagnosed 


at Philadelphia 


Earnings Can Be Increased by Accurately Ascertaining Costs 
and Fixing Service Charges Accordingly. Task of Analyzing 
Accounts, Paring Down Expenses and Building Up Net Returns 
Pictured in Simple Terms. Old and New Methods Contrasted. 


ERSONS who attended the Cen- 

tral Atlantic States Bank Man- 

agement Conference in Philadel- 

phia were able to add considerably 
to their store of practical ideas for in- 
creasing profits. A few of the thoughts 
expressed by speakers have been gath- 
ered together in a symposium. 

The subjects are timely. They include 
the responsibility of directors, personnel 
safeguards, commercial paper, bankers 
acceptances, better banking practices, 
the problem of unit banks, interest on 
accounts, analysis of accounts, the work- 
ings of a credit bureau, loans to mer- 
chants, loans to farmers, chain store bal- 
ances, and real estate loans. 


Hit or Miss Methods 


66 HAT is account analysis? In 

my opinion it is nothing more 
nor less than cost accounting applied to 
banking. Imagine, if possible, a manu- 
facturer who would attempt to market 
his product without first installing a 
cost accounting system. No manufac- 
turer would, of course, think of doing 
any such thing, and yet bankers are 
selling service in one of the most ex- 
pensive departments of their banks with- 
out any idea as to the relative cost of 
handling each individual account. We 
have no way of knowing which accounts 
are showing us a profit and which a loss. 
Just as long as our profits show a fairly 
good net result for the year we are in- 
clined to let the matter slide. No other 
successful business is conducted in this 
fashion and it is high time the banker 
awoke to the fact that hit-or-miss meth- 
ods are no more practical for the bank 
than any other business. I am informed 
on good authority that a large percent- 
age of banks throughout the country de- 
rive the major part of their profits from 
the investment of their capital, surplus 
and undivided profits and in many cases 
show an actual loss from the operation 
of the bank as far as customers are con- 
cerned. 

“Probably the most important thing in 
the application of account analysis is the 
manner in which it is presented to the 
customer. We analyzed our accounts for 
about three months before we put the 


matter before our customers and then 
we started out by dividing the accounts 
affected into groups of about twenty 
each. At intervals of every two weeks 
we sent out invitations to each group, 
asking them to stop at the bank so that 
our officers could show them some very 
interesting figures concerning their ac- 
counts. Almost without exception we 
found a spirit of cooperation on the part 
of our customers and a willingness to 
make a serious effort to improve the situ- 
ation. In many instances we were able 
to make suggestions that were helpful 
in solving the problem, but when there 
appeared to be no way of correcting the 
trouble, our depositors readily agreed 
to have their accounts charged with the 
loss.,—-W. M. Nash, Treasurer, Haddon 
Heights Bank & Trust Co., Haddon 
Heights, N. J. 


Interest Is Profit-Sharing 


$e AM inclined to think that the an- 

I gle through which to approach the 
payment of interest on checking accounts 
is the questionable practice of paying in- 
terest regardless of the value or earning 
capacity of the account, and naturally 
the first question that comes to my mind 
is whether or not interest should be paid 
at all on checking accounts. That, how- 
ever, is not for me to decide and, there- 
fore, let us admit for various reasons it 
must be paid. Should it not be laid 
down as a fundamental condition of such 
interest payment that no account should 
be entitled to interest which does not 
show a profit over and above such inter- 
est allowance? 

Interest should not be considered in the 
nature of a tax paid by banks to custo- 
mers or as rental for funds which are 
left with the bank. Interest should be 
looked upon in the nature of profit-shar- 
ing and if the account does not show a 
profit after careful analysis, then under 
no conditions should it receive interest. 
Therefore, sound management seems to 
suggest that the approach to a solution 
of the problem is not ‘does the customer 
demand interest?’ or, ‘do our competitors 
pay interest?’ but rather, ‘is this account 
one which will yield sufficient profit to 
the bank to enable it to pay interest ?’ ”— 
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W. Walter Wilson, President, First Mil- 
ton National Bank, Milton, Pa. 


Business at a Profit 


6¢— CALL attention to this: In Cali- 

fornia where branch banking has 
come into great effect the unit bankers 
tell me that conditions are today infinite- 
ly better than they were before. Why? 
Because the branch banking that is done 
in California is done in a very intelligent 
fashion and the competition of the 
branch bank is so far from being a 
menace and something to worry about 
that it is one of the best things they 
have had happen to them. The result is 
that they are able to do business on a 
profitable basis. They are able to extend 
credits on a thoroughly sound basis. 
They are not forced by that competitive 
urge to do a lot of fool things. They 
are able to conduct their banks in a 
proper and scientific way. 

“The unit banking system is on trial 
to that extent. If we do not do some 
real thinking, if we do not improve our 
methods the public will begin to do some 
thinking for us. The public will not 
only do some thinking but they will make 
some demands on us for progress, and it 
is best to be ahead of the demand. It is 
best to spend some time and thought on 
this matter of improving our own posi- 
tion, and I want to tell you finally—and 
the last word is a pessimistic one—that 
there is a lot of amateur banking in this 
country.”—Craig B. Hazlewood, Vice- 
President, First National Bank, Chicago. 


Informal Cooperation 


6“ HE District of Columbia bankers 

have for many years recognized 
the value of getting together for the dis- 
cussion of common problems. One means 
of getting together has been the weekly 
luncheons, inaugurated in 1922, for 
senior bank officers, to bring about more 
intimate and more frequent contacts. 
While organized as an informal group, 
it has been the practice for the president 
of the association to preside at the week- 
ly luncheons, but every one in attendance 
is called upon to bring up or discuss 
matters of mutual concern to the banks 
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of the city, or bring to the attention of 
the group some interesting episode that 
has happened in their respective institu- 
tions during the preceding week. Dis- 
cussion is always frank and never car- 
ried beyond the meeting room. Ideas are 
exchanged and problems worked out.”— 
Edward J. McQuade, Vice-President and 
Asst. Trust Officer, Liberty National 
Bank, Washington, D. C. 


A Plan for Reserves 


banks having large-day-to- 

day fluctuations in deposits need 
larger primary reserves and smaller 
secondary reserves, while other banks 
having only occasional or long-swing 
changes in deposits are more in need 
of secondary reserves and smaller pri- 
mary reserves. It is therefore difficult 
to legislate equitably for all these vary- 


ing cases but since we have adopted the | 


policy of legally prescribing primary re- 
serves for all banks, I believe that secon- 
dary reserves ought to be recognized in 
one way or another. 

“Just as a suggestion along that line 
I should like to mention a plan which 
would be at least a step in that direc- 
tion. It is quite simple—give recognition 
to the secondary reserves a bank may 
desire to carry by permitting member 
banks to include bankers acceptances at 
50 per cent of their value in their total 
reserves. The amount of such second- 
ary reserve however should not con- 
stitute more than 25 per cent of the total 
reserve. 

“Thus banks in central reserve cities 
could if they wished (it would be op- 
tional with each bank to carry as much 
of its total reserves in primary or sec- 
ondary form as deemed by them most 
expedient within the limits I have men- 
tioned) carry in lieu of this present 13 
per cent cash reserve, 9% per cent cash 
reserve and 6% per cent of bankers 
acceptances. This would be a total of 
16% per cent, and an increase of 3% 
per cent in actual reserves, but since 
6% per cent would be in acceptances on 
which some income is obtained, the ad- 
ditional reserve would not be burden- 
some. Bankers would naturally carry 
varying proportions of cash and ac- 
ceptance reserves depending upon the 
season, rates, etc. Banks in reserve 
cities would be permitted to carry in 
lieu of the present 10 per cent cash 
reserve, 7% per cent cash reserve and 
5 per cent acceptances, a total of 12% 
per cent. Country banks would be per- 
mitted to carry in lieu of the present 
7 per cent cash reserve, 5% per cent in 
cash and 3% per cent in acceptances. 
This plan would allow considerable flexi- 
bility to cover the varying requirements 
of each bank and would recognize and 
encourage the building up of secondary 
reserves.”—John E. Rovensky, Vice- 
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Directors Can Help 


66 IRECTORS’ examinations are 
undoubtedly very desirable. 
First-hand information should be very 
interesting to a board, and although di- 
rectors are frequently not skilled in de- 
tail work, they can usually obtain dis- 
interested clerical assistance, in the bank 
or outside, that will enable them to make 
a reasonably safe check of the bank’s 
position. A physical check can readily 
be made of the tangible securities (it 
requires no particular accounting ability 
to count the cash, prove the bonds and 
loans, and check the collaterals), and the 
book assets, such as banking accounts 
and the liability accounts, can be checked 
by some outside person hired for the 
purpose, or an employee who is not con- 
nected with that branch of the work. 
“The principal function of the direc- 
tors in their examination should be to 
see that the loans agree with the lia- 
bility ledger, if one is maintained, and 
that in any event the notes that are 
contained in the note case, after being 
balanced with the general ledger, repre- 
sent the same lines of credit which they 
have approved in regular meetings, and 
that individual lines do not aggregate 
more than the amounts authorized. A 
study of the expense account and com- 
parison with previous periods should 
also be made.”—Stephen L. Newnham, 
Chief National Bank Examiner, Third 
Federal Reserve District. 


Scarcity of Bank Workers 


that labor turn-over costs Amer- 
ican business generally thousands of dol- 
lars each year, but in ordinary labor 


“Wt are all well aware of the fact 


turn-over, except in the very skilled 
classes, labor can be more or less readily 
replaced even though there is this cost. 
However, banking differs from the ma- 
jority of the other industries because 
it is working under pressure and with 
a definite time schedule, each day’s work 
being more or less a thing unto itself 
and requiring a skilled staff to handle it 
quickly and expeditiously. 

“It naturally follows that experience 
and skill in the bank man and woman 
becomes increasingly important due to 
this very pressure of time, to say noth- 
ing of the fact that a non-skilled in- 
dividual coming in contact with the pub- 
lic in any of our banks can do much 
more harm than an unskilled individual 
in many other lines of endeavor. Skill, 
however, is an accomplishment which is 
the result of two factors of major im- 
portance—experience and education. One 
thing is certain—one cannot expect to 
replace experienced bank men and women 
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easily. In fact, there are not enough 
really experienced ones now.”—G. Fred 
Berger, Treasurer, Norristown - Penn 
Trust Co., Norristown, Pa. 


Bigger Chain Store Balances 


66 RACTICALLY all chain store ac- 
counts require the services of the 
local depository every business day of 
the year. Certain branch accounts are 
consequently handled on a daily remit- 
tance basis, their remittances being made 
by means of a cashier’s check in ex- 
change for the actual cash received. All 
checks received at the place of business 
are then forwarded by mail along with 
the cashier’s check to the central bank 
for deposit. The local bank is paid its 
regular fee of ten or fifteen cents (or 
perhaps larger according to the amount 
of cash) for each cashier’s check. Thus 
the whole question of idle cash is elimi- 
nated for the chain store. Where no 
collateral advantages accrue to the bank 
from a particular account, it seems per- 
fectly reasonable to apply a per trans- 
action charge. Were this sort of a 
charge paid for by the ordinary chain 
store by means of a compensating bal- 
ance, the least amount to be left on de- 
posit at all times should be from $800 
to $1,000 without interest. This would 
contemplate daily deposits of moderate 
size with larger minimum balances where 
the volume of cash deposited runs sub- 
stantially above the average for a retail 
store."—C. F. Zimmerman, President, 
First National Bank, Huntingdon, Pa. 


Farmers as Depositors 


ee E have a large number of ac- 
wae from farmers or farming 
communities. These accounts are not 
as active as the ordinary city account 
and not as costly. We have a large 
amount deposited in our savings depart- 
ment as well as in certificates of deposit 
which is directly traceable to our farm 
connections. Out of 7000 savings ac- 
counts, approximately 1100 belong to 
farmers. Bond sales for the past five 
years to persons living in the farming 
communities probably reach a total of 
$300,000. We have rented 244 safe de- 
posit boxes to this class of customers, 
and our trust department has five 
farmer trusts, and to our knowledge 
from eight to ten wills have been drawn 
naming our bank as executor.”—P. H. 
Salmon, Assistant Cashier, Second Na- 
tional Bank & Trust Co., Elmira, N. Y. 


Productive Merchant Loans 


66 HE expansion of credit under the 
Federal reserve law and under 
the administration of those banks has 
been based on the productive nature 
of merchant loans. It should not matter 
(Continued on page 1007) 
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Part of the offices of the Central 


Hanover Bank & Trust Company, 70 


Broadway, New York. Here Johns- 
Manville Sound-absorbing Materials 
reduce noise to an undisturbing level. 
Architects: Cross and Cross, NewYork. 
Equipment Specialist: E. F. Abell. 


NL has noise less place 
than in a bank. The clatter 
commonly caused by office ma- 
chines, bells, voices and the like 
makes accurate work difficult, and 
actually increases the cost of opera- 
tion by slowing up effort. Then, 
too, you must consider the effect on 
depositors, who expect an atmos- 
phere of dignity in a banking estab- 
lishment. Perhaps you have won- 
dered what could be done. Possibly 
you have issued orders calling for 
more quiet. 


Here Enters the Scientist 


The fact is that office management 
of the strictest sort cannot over- 
come the noise nuisance. To get 
results you need practical, scientific 
acoustical advice such as a Johns- 
Manville Expert familiar with prob- 


Noise has no place where 
accuracy is demanded .. . Costly errors and 


draggin g work result from nerves worn tired by noise 


lems of sound control in buildings 


of every iype is ready to give you 
without obligation. J-M acoustical 
methods make no attempt to inter- 
fere with office routine—with nec- 
essary or even unnecessary aCctivi- 
ties which cause noise. Instead we 
apply special materials and absorb 
the sound waves before they be- 
come annoying and disturbing. 


After the Johns-Manville man has 
done his work, if you speak to an 
associate he will hear you, but the 
sound of your voice will not echo 
all over the place. A typewriter will 
still click, but the clicks die on the 
spot. They cease to pound on every- 
one’s ear-drums. 


We have summarized the sound 
control work we have done for hun- 
dreds of banks in a booklet which 


we shall be glad to send you with- 
out charge or without obligation. 
May we have a Johns-Manville 
Sound Control Expert talk with you? 


Johns-Manville 


SOUND-ABSORBING 
TREATMENT 


Address JOHNS-MANVILLE 
At nearest office listed below 
New York Chicago Cleveland 
San Francisco Toronto 
(Offices in all large cities) 
Please send me a copy of yaur booklet, 
“Sound Control Treatment for Banks.” 


When writing to advertisers please mention the American Bankers Association Journal 
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The First National Bank 


of Seattle, Washington 


is another in the impressive list of banks which have 
provided the highest standard of protection through the 
installation of York Vaults. 


Made by the world’s foremost manufacturers, YORK 
brings to you the experience, the research, the reputa- 
tion and the accomplishments of an organization that 
is qualified to supply valuable assistance, technical 
information and the most advanced equipment that 
science has perfected. 

Write for recommendations regarding your specific 
requirements. 


YORK SAFE & LOCK CO. 
YORK, PENNA. 


AVANVA 


A 


BALTIMORE PHILADELPHIA 
BOSTON ST. LOUIS 
CHICAGO SAN FRANCISCO 
CLEVELAND SEATTLE 
HOUSTON WASHINGTON 
LOS ANGELES HONOLULU 
MIAMI HAVANA 

NEW HAVEN MONTREAL 
NEW YORK PARIS 


When writing to advertisers please mention the American Bankers Association Journal 
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Savings Dollar Has Its Back 


to the Wall 


By H. H. REINHARD 


Vice-President, Mercantile-Commerce Bank and Trust Co., St. Louis 


Bombarded from All Sides by Skillful Advertisements, Subtle 
Merchandising Schemes and Aggressive Salesmanship, the 
Money that Once Was Put in the Bank Now Pays Installments to 
the Butcher, Baker and Furniture Maker. 


ROOPS in any front-line trench 

were never subjected to a more 

complete barrage and_ shelling 

than the average citizen under- 
goes today in trying to retain some por- 
tion of his pay check or pay envelope 
for the days that are ahead. 

In spite of all the criticism that has 
been hurled at installment selling and 
buying, we must admit it has filled a 
definite need and has been instrumental 
in furthering American prosperity. It 
is the degree to which it is practised that 
has been most objectionable. It seems 
to me that as long as the individual uses 
the deferred payment plan in the ac- 
quisition of things that actually give 
permanent increase to his wealth and 
that may not be classed outright as 
luxuries, he is on the safe side. The 
purchase of a home, for example, on the 
installment plan is a commendable under- 
taking, provided the buyer keeps within 
the price warranted by his income. To 
go far beyond one’s means in such a 
ease would be placing the purchase in 
the luxury classification. 


Is the Public Oversold? 


N acknowledgment of the economic 
value of installment buying, how- 
ever, does not help the savings manager 
obtain his share of the worker’s dollar, 
unless it be to place him in a position to 
understand the problems he faces. When 
one calmly surveys the field, he is inclined 
to wonder whether individuals have not 
already reached the point where they 
have overpurchased. The temptation to 
buy has been offered in such a subtle 
manner and in such a multitude of ways, 
purchasing has been made so easy on 
the basis of a dollar down and a dollar 
a week, or no down payment at all; that 
it is no wonder many people have found 
themselves in possession of goods that 
they really could not afford and do not 
need. 
Over-extended purchasing on the in- 
stallment plan represents but one of 
three economic periods since the war that 


Hide and Seek 


He” to run down and 
capture a fair portion 
of the nation’s elusive sav- 
ings dollars in the face of 
great obstacles is the time- 
ly subject of this article. 
Billions for installment 
payments and other bil- 
lions for life insurance 
leave little enough for de- 
posit in a savings account 
and even that little, thinks 
the writer, is not very like- 
ly to come through the 
savings window without 
being coaxed. The thing to 
emphasize, he says, is 
safety. 


are worth noting. First, there was the 
period in which merchants overbought 
commodities and found themselves over- 
stocked with goods for which there was 
no ready demand. Next came overpro- 
duction, when factories proceeded with- 
out taking into consideration in a scien- 
tific way the question of supply and 
demand; and now we have the period of 
what I choose to call overpurchasing by 
the consumer. 

In every situation that arises, busi- 
ness sooner or later finds a way out. 
Overbuying by the merchant and over- 
production by the manufacturer have 
been solved, as we know, through the 
hand-to-mouth buying system. Manu- 
facturers produce generally to fill orders 
and therefore to meet a known demand 
while. the retailer orders only a smali 
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Education Needed. 


stock at a time, depending upon re- 
orders, promptly filled, to meet any ex- 
traordinary or growing demand. Per- 
haps, the problem of overselling the 
consumer will be solved in the near 
future, since a reaction against high- 
powered salesmanship already is mani- 
fest among many substantial corpora- 
tions. 


Speculation Minor Factor 


N order to arrive at some idea as to 

how stock speculation had affected the 
savings at the bank with which I am 
connected, I recently compiled groups of 
figures and made a — study of the 
situation. It was revéaled that with- 
drawals were only 2 per cent heavier in 
1929 than in 1928 and that, therefore, 
it was the lack of deposits which ac- 
counted for whatever decline we had in 
savings. The number of accounts like- 
wise showed a very minor decrease. Now 
comes one of the disclosures that, to me, 
proved startling. A study of the in- 
dorsements on our treasurer’s checks 
gave us a clew as to where 61 per cent of . 
the money represented by these checks 
went. 

By far the greatest portion assigned to 
any single item—29 per cent—went for 
investments, of which our own invest- 
ment company received more than three 
dollars for every dollar that went to an 
outside investment concern. Twenty- 
one per cent was accounted for in trans- 
fers and only 5 per cent went to brokers. 
The remaining 6 per cent was accounted 
for in real estate transactions. 

The big corporations now offer stocks 
and bonds to their employes on an in- 
stallment basis, these securities paying 
about 6, 7 or 8 per cent. Investment in 
stocks or bonds, in such cases, is re- 
garded by the purchaser as a substitute 
for savings and may possibly bar the 
individual from becoming a savings bank 
depositor unless he becomes more thor- 
oughly acquainted with the benefits of a 
savings account, a point which we shall 
discuss later. 


| 
| | 
| 
| 
| 
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Billions in Life Insurance 


NOTHER substitute for savings is 
life insurance, which all bankers 
look upon as a solid rock upon which to 
build securely for the individual or his 
family. Life insurance is now being pur- 
chased at the amazing rate of $20,000,- 
000,000 a year and about $2,000,000,- 
000 a year are being paid back in ma- 
tured policies to find its way into busi- 
ness channels or savings. The present 
generation is now committed to pay the 
premiums on $100,000,000,000 of insur- 
ance and the time is not far distant when 
that figure will be doubled. But life 
insurance cannot supplant savings and 
should be used only as a complement to 
any savings and investment program. 
Savings bankers must meet the argu- 
ments of the installment seller, the stock 
speculator, bond salesman, life insurance 
solicitor and all the others, by showing 
the public that there is nothing that is a 
complete substitute for the savings ac- 
count. There is no other form of savings 
or investment where one can store away 
a surplus fund with so much safety and 
yet have it so instantly and conveniently 
available in case of illness or other un- 
foreseen emergencies. 

To the person who has loaded himself 
down with installment obligations or life 
insurance premiums, what will happen if 
he suddenly becomes ill or incapacitated 
for work? In such times a savings ac- 
count is the friend in need which bridges 
him over his difficulties. In spite of the 
tendency to spend all we get these days, 
we must preach the gospel that any in- 
dividual who fails to have some sort of 
savings plan and to build up a reserve 
fund is simply loading troubles on his 
shoulders for the future. 

Spending may be the primrose path 
and add a lot of dash and color to our 
careers but always there is a day of 
reckoning. Savings bankers must wage 
a campaign of education so that the 
younger generation will see savings in a 
different light from that in which they 
now view it. But how are these things 
to be done? How are bankers to turn 
the tide so that the savings habit will be 
supreme; so that the wage earner will 
visit the bank first with his savings be- 
fore he spends a nickel for anything 
else? 


How to Attract Savers 


service that satisfies their financial 
needs. If they require small loans, be 
prepared to accommodate them. Savings 
banks in many cities have let a wonder- 
ful opportunity pass by unchallenged in 
the small loan field. By not offering a 
reliable loan service, they have let their 
own customers become prey of the loan 
sharks and perhaps retired them from 
the savings class for years to come. It 


pe give patrons an all-inclusive 
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is a well-known fact that once a bor- 
rower gets into the clutches of a full- 
pedigreed loan shark, he frequently is 
unable to pay out. Then, too, a small 
loan plan, properly conducted by a bank, 
should develop a class of steady savers. 

A reliable investment service should 
be offered. If the bank is too small to 
maintain an investment department it 
can be supplied through its correspond- 
ent bank. As to other service, whatever 
is found necessary, give it cheerfully 
and wholeheartedly, including financial 
advice. Many individuals still fear to 
approach a banker for counsel, but this 
barrier is rapidly being broken down. 

Education is the one big factor in sav- 
ings development. Banks have spent 
millions of dollars in the last few years 
in newspaper and direct mail advertis- 
ing and I maintain that it has been 
money well spent. I believe implicitly in 
the value of advertising and urge that 
savings officers continue to regard it as 


. a powerful influence in the education of 


their customers and in the upbuilding of 
their institutions. I am sure that if 
bankers could talk personally with the 
thousands of depositors on their books 
and show them how beneficial it is for 
them to build up reserve funds, there 
would be no difficulty in registering tre- 
mendous increases in deposits. Persona] 
attention can be accorded to only a com- 
paratively few, so the remainder must 
be instructed through advertising. 


What and How to Advertise 


OW to do this best, perhaps, is a 

problem for each individual bank 
to work out. But there is ground for a 
great deal of improvement in advertis- 
ing. Are savings bankers as a class 
using the right kind of advertising? 
Are they not dealing too much in glitter- 
ing generalities instead of studying fun- 
damental factors and basing copy on an 
explanation of the things customers 
ought to know about? 

Take, for example, the safety and 
liquidity of a savings account. Should 
not the public be made acquainted with 
the fact that when it comes to a savings 
account, security that is in a class by 
itself can be offered? A savings account 
is backed, first, by actual cash in a pro- 
portion that has been definitely estab- 
lished as being sufficient by more than 
100 years of experience; second, by 
cash items of comparatively large size 
in most banks; third, by government 
bonds, always acknowledged as safe and 
of great liquidity; fourth, by a diversity 
of other bonds, diversity being a feature 
recognized as essential in any invest- 
ment program, and now coming to be 
recognized as highly desirable in busi- 
ness as well as in agriculture; fifth, 
our demand loans are of a type that is 
regarded as liquid as any obtainable in 
the lending of funds; sixth, our time 
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loans are composed of acceptance and 
commercial paper carefully selected by 
men who as a rule qualify as experts. 
This provides diversity of classification 
and also great diversification in each 
class. 

In addition, the saver is backed in 
stock banks by a guarantee to the extent 
of the capital and surplus funds; in a 
mutual bank, to the extent of the re- 
serve fund. The percentage of this 
guarantee can be figured by the saver. 


Safest by Far 


HE savings depositor thus is backed 

for safety in a manner that is 
similar to any investment trust but that 
is far ahead of it. But, have we ever told 
the saver about it in simple, understand- 
able language? 

Although our loans in the main are 
handled in commendable style, it behooves 
all bankers, savings and otherwise, to be 
students of the violent economic changes 
that are affecting trade and industry. 
We must be ever alert so that we can 
give our patrons the best rate possible 
consistent with safety. We should not 
be convinced our present ways of doing 
things are always best, unless searching 
inquiry proves them so. Perhaps banks 
of the Middle West need, more than any 
others, to study savings investment ac- 
counts to see whether they have not 
adopted too fully the policies of the com- 
mercial banker. One of the reasons as- 
signed for the fact that Mid-West banks 
fall behind other parts of the country 
in savings is that savings policies are 
directed by banks whose business previ- 
ously has been commercial banking. The 
hesitancy of banks to handle real estate 
loans might be criticized too, for this 
lack of vision gave birth to the building 
and loan associations, now one of our 
strong competitors. 

The savings dollar faces competition 
from all sides; but no matter how fast 
the battle rages, the savings account has 
nothing to fear from the installment 
plan, stock market, or anything else, 
provided customers are told about its 
merits. The old savings account has 
been the best and safest method of get- 
ting ahead ever since it was invented; it 
is now the best and safest plan for a 
vast majority of the people; and it will 
remain so. 


Chain Store Earnings Rise 


Thirty out of thirty-five leading chain 
store systems and mail order houses in 
the United States reported increases in 
February sales over those for the same 
month in 1929. The decreases ranged 
from 1 per cent to 10 per cent. The in- 
creases varied all the way from 2 to 140 
per cent. The average for the entire 
group was a rise of 6 per cent, or ap- 
proximately $12,262,000. 


¥ 
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Short Term Bonds 


a the securities on our 
current list are eight bond 


and note issues of high rating which 


are especially suited to the needs of 


banks. Maturities from three 


months to five years; coupons 5/2 
and 6 per cent; yields from 5.25 
to 7.00 per cent. Full details will 


be sent promptly upon request. 


FOREMAN-STATE CORPORATION 


Investment Affiliate of the Foreman-State National Bank 


CHICAGO NEW YORK 
33 N. La Salle St. 52 Wall Street 


When writing to advertisers please mention the American Bankers Association Journal 
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Safer Warehouse Loans 


By JOSEPH W. BRADLEY 


Vice-President, Old National Bank and Union Trust Co., Spokane 


Character and Integrity Are Essential Qualifications for Persons 
Engaged in Business of Storing Products for the Market. Federal 


Licensing of Warehouses Has Been a Boon. 


Most State Laws 


Lack Effective Provisions for Administration and Enforcement. 


N recent years there has been a 

rapidly mounting volume of loans 

made by commercial banks on com- 

modities stored in warehouses. 
These commodities may consist of farm 
products ready for market, manufac- 
tured products, packing house and 
creamery products, poultry, eggs and 
canned goods. Bankers have learned 
that there is a difference between financ- 
ing production and financing the holding 
of merchantable goods in storage. The 
latter is a marketing function, and I be- 
lieve we will agree that farm products 
or the finished products of the factory, 
adequately stored and awaiting the mar- 
ket, if within reasonable quantity limits, 
have a stabilizing influence on prices 
and are a legitimate and necessary part 
of modern marketing methods. 

The banker who finances the wheat 
farmer during the crop growing season 
has a right to expect and should demand 
settlement after the harvest either by 
sale of the wheat or by conversion of the 
line into a commercially secured credit 
through the deposit of warehouse re- 
ceipts of unquestioned collateral value. 
The same principle applies in the case 
of the livestock man, the woolgrower, the 
canner or the manufacturer. Financing 
of production is one operation and loan- 
ing on products stored for the market 
is another and distinctly different thing. 
Recognizing this fact, bankers are look- 
ing more carefully into the character of 
their warehouse loans. 


Who Owns the Warehouse? 


T has ceased to be a matter of argu- 

ment and is now taken for granted 
that commodities in storage and pledged 
as collateral for bank loans should be 
in an independent warehouse entirely 
outside of the custody and control of the 
borrower. In the past it was frequently 
difficult to convince the farmer or grain 
dealer, with his own elevator, the canner 
with storage facilities of his own, the 
wool buyer with his own store house, or 
the creamery operator with his cold stor- 
age plant, that it was not sound banking 
to loan on the security of his commodity 
while they remained within his posses- 
sion. Prudent business judgment has 
long dictated that the borrower and his 


property pledged as collateral shall be 
separated. 


Precedent was established and sound 
principles on this point laid down by the 
Federal Reserve Board in the adoption in 
1916 of the amendment to the Act, which 
granted power to member banks to ac- 
cept time bills secured by warehouse re- 
ceipts, covering readily marketable 
staples. The board was apparently 
anxious to establish in this first use of 
this type of financing in our domestic 
trade the same high character which had 
given bank acceptances in the older Eu- 
ropean discount markets a reputation for 
liquidity and which commanded for them 
the best rates of any paper. 


No Exception to Rule 


HE Federal Reserve Board at that 

time stated in unmistakable lan- 
guage its policy that warehouse receipts 
offered as security for such bills must be 
issued by warehouses independent of the 
borrower. No evasion of this ruling by 
separately organized warehouse corpora- 
tions under the same ownership will be 
permitted. 

Agreeing then that sound business 
principle and good banking practice de- 
mand a disinterested custodianship for 
warehoused commodities, which cus- 
todianship must exercise absolute control 
and dominion over the products offered 
as collateral, the next consideration must 
be the character and integrity of the 
warehouse man or storage corporation. 
It must also be determined that the 
warehouse has the equipment and facili- 
ties adequately and properly to store the 
products and preserve them in good con- 
dition. They must be_ safeguarded 
against damage or loss, and we must 
know positively that the management 
will not issue a receipt until the prod- 
ucts are actually in its possession, and 
that they will not be released until the 
receipt covering them has been returned. 

We are familiar with the restrictions 
and regulations surrounding our business 
for the protection of depositors. Why 
should there not be just as rigorous 
regulation and supervision of the cus- 
todian of the people’s products as of 
their money? One has value the same as 
the other. 
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Warehouse Resembles Bank 


ACH represents the investment, the 


labor, the saving of the people, and 
each should be equally protected. Wil- 
bert Ward of the National City Bank of 
New York, in a recent address, stated 
it this way: “As bankers, without ad- 
mitting that the warehouse business is a 
greater calling than our own, we can 
concede that the burden of caring for 
miscellaneous commodities with varying 
and sometimes incompatible natures 
may develop more complexities than de- 
posit and withdrawal banking.” 
Progressive warehousemen of integrity 
recognize their responsibility and wel- 
come the placing of safeguards around 
their business to the end that receipts 
issued by them can be absolutely relied 
upon as collateral security. These ware- 
housemen are glad to furnish to those 
entitled to them financial statements and 
full information pertaining to their af- 
fairs. In other words, reputable ware- 
housemen are willing and anxious to 
submit their business to authoritative 
regulation and supervision as a protec- 
tion against irresponsible competition. 
They have organized associations and 
established standards with a higher code 
of ethics for the conduct of their busi- 
ness. While this movement is growing, 
especially in the larger centers of pop- 
ulation, there is much room for its de- 
velopment and there are large sections 
of the country where warehousing, par- 
ticularly for some commodities, is still 
in a primitive stage. We know of losses 
incurred in recent years by both bankers 
and farmers in the northwestern states 
because of slipshod methods of grain 
storage. This should not be tolerated, 
and we must take steps to see that the 
grain storage business is put on such a 
basis that the farmer can store his wheat 
and know that it is safe and that his re- 
ceipts are acceptable to the banker as 
first class collateral. This, of course, 
should apply not only to wheat, but to 
any of the products of agriculture. 
There has been considerable legis- 
lation on the subject in various states. 
The Uniform Warehouse Receipts Act 
has been adopted by forty-four states. 


(Continued on page 1006) 
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Dora isn’t 
really dumb... 


she’s noise distracted 


Thousands of bright, well-trained clerks 
and stenographers . . . in thousands of 
busy banks and offices. ..making count- 


less mistakes because of distracting noise. 


They believe that they have “become 
used” to the racket of business routine... 
the metallic clatter of machines . . . the 
incessant hum of conversation . . . 


But these distractions are steadily, re- 
lentlessly attacking rest-starved nerves 
. .. making concentration difficult .. . 
wasting valuable time. 


EXTRA PROFITS 


through 
INCREASED EFFICIENCY 


ANKS and offices everywhere are 
: learning that noise is costing them 
money ... are plugging this profit-leak 
with Acousti-Celotex. 


Acousti-Celotex is a noise-absorbing 
cane fibre tile that comes in rigid units 
which are quickly applied to the ceil- 
ings in old or new buildings. The natural 
buff color of these units add to the 
beauty of any office. 


Acousti-Celotex is easily cleaned — 
the upkeep cost is low. If desired, it 
can be painted and repainted, even with 
lead and oil paints, to conform with 
any decorative scheme, without loss of 
its sound-absorbing value. 


Mail the coupon for literature which 
explains how you can attain permanent 
quiet for your bank or office with 
Acousti-Celotex . . . how this remark- 


able material will create a new atmos- 
phere of dignity, and increase the pro- 
ductiveness of your entire force. 


The Celotex Company, 919 North Michigan 
Avenue, Chicago, Illinois. InCanada: Alexander 
Murray & Co.,Ltd.,Montreal. Mills: New Orleans, 
Louisiana. Branch Sales Offices in many prin- 
cipal cities (See telephone books for addresses). 


Acousti-Celotex is sold and installed by 


approved Acousti-Celotex contractors. 


THE CELOTEX COMPANY A. B. A. J.—4-30 
919 North Michigan Avenue, Chicago, Illinois 


The Celotex Company mcintains an acoustical engi- 
neering service with which all architects are familiar. 


FOR LESS NOISE—BETTER HEARING 


Gentlemen: Please send me further information on the use 
of Acousti-Celotex in banks and offices. 


The word 


Acoust! cer 


is the trademark of and 
indicates manufacture by 
The Celotex Company 
Chicago, 


When writing to advertisers please mention the American Bankers Association Journal 
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Testing Loans on Securities 


for Flaws 


By GEORGE H. GREENWOOD 


President, Pacific National Bank, Seattle 


Carelessness in Analyzing Basic Factors of Safety Behind 
Stocks and Bonds Offered as Collateral is One Road to Diffi- 


culty. 


Advising Customers What Securities Are Acceptable is a 


Necessary but Often Thankless Task. Avoid Indefinite Maturity. 


HE first item to be considered in 
any collateral loan is the safety 
of the security. For a number 
of years following the liberty 
loan campaigns the American public 
thought that any bond was a good bond, 
and accordingly bonds were purchased 
without proper consideration as to the 


underlying security, and for the past two . 


or three years stocks have been bought 
with something of the same disregard of 
fundamentals. 

The slump in the bond market and the 
recent collapse of the stock market have 
both tended to modify this practice, but 
even now there is often too little atten- 
tion paid to the basic factors of the se- 
curity behind a bond issue and the man- 
agement and record upon which stock 
values must be very largely predicated. 
These are the important things to re- 
member when considering collateral 
loans and one should not hesitate to call 
to the attention of customers the vast 
difference between well-known, seasoned 
stocks and comparatively untried issues 
with no record of earnings behind them. 

There may be some circumstances un- 
der which a bank is justified in accepting 
a speculative security as collateral, but 
this should be done only when such se- 
curity represents one item in a well di- 
versified list. Soundness, therefore, must 
continue to remain the prime considera- 
tion. 


Should Be Easy to Sell 


HE next is, naturally, liquidity. If 
bankers are to keep collateral loans 
in good condition the collateral must be 
such that it can be sold quickly in case 
of the default of the borrower. There 
are many stocks and bonds which have 
intrinsic value but for which the market 
is so restricted as to make them unde- 
sirable for collateral purposes. This is 
especially true of closely held corpora- 
tion stocks and mortgage bonds issued 
in comparatively small amounts to fi- 
nance local building construction. 
A ready market is almost as essential 
as a safe security. The banker owes a 


Vigilance 


EF TERNAL vigilance is 
the price of any safe 
policy of lending on se- 
curities. There might be an 
excuse sometimes, thinks 
this observer, for accept- 
ing speculative stocks and 
bonds as collateral but only 
‘ when there is an ample 
quantity of good sound se- 
curities in the vault. All 
the tried and true rules of 
caution in lending are here 
lined up and reexamined 
in the light of new prob- 
lems growing out of in- 
creases in volume of se- 
curity loans. 


duty to his customer to make plain to 
him the necessity for a market which 
will serve at all times as an index by 
which price fluctuations can be measured 
and also as a factor of safety if either 
borrower or banker should be called upon 
to dispose of collateral on short notice. 

Granted safety and liquidity, the next 
important item to be considered is mar- 
gin. No prudent banker expects to loan 
100 per cent even on such collateral as 
government bonds. During a_ stock 
market such as we had in 1929 the mat- 
ter of margins was exceedingly impor- 
tant and exceedingly difficult. Margins 
are demanded solely for the purposes of 
protection; therefore, the wilder the 
market the greater should be the mar- 


gins; the greater the fluctuations in price - 


of a given security, the larger should be 
the margin demanded when that security 
is offered as collateral. So far as I know 
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there is no definite rule as regards mar- 
gins. 


Requirements Vary 


EW YORK banks are now requiring 

20 per cent margins on call loans 
secured by a diversified lot of mixed col- 
lateral. Leading brokers have recently 
revised their margin requirements, in- 
creasing percentages with increasing 
stock values. I suggest a margin of say 
10 per cent in case of bonds whose fluc- 
tuations are usually within rather nar- 
row limits, and 30 per cent in case of 
stocks where fluctuations are normally 
greater. In figuring these percentages, 
however, it should be borne in mind that 
they apply only to what we consider a 
normal market and that they must be re- 
vised upward in case of a wild situation 
such as we had last year. 

Many banks make collateral loans 
without the formality of taking any 
specific pledge or hypothecation agree- 
ment; some have special forms of collat- 
eral notes in which the security is set 
forth in the note itself; and some merely 
make a memorandum on the note, attach- 
ing the collateral to it. My own prefer- 
ence is very decidedly for a separate 
form of hypothecation agreement which 
sets forth that all collateral deposited is 
to be considered as applying to any in- 
debtedness of the pledger, indirect or di- 
rect, overdrafts as well as borrowings. 
My feeling is that under such an agree- 
ment the bank has more rights and takes 
less risk, and even in a small bank where 
collateral loans do not form an impor- 
tant item of the loaning policies, it is 
still wise to cover the deposit of security 
with a proper hypothecation agreement. 


Borrower Asks Receipt 


OST borrowers request some form 
of receipt for collateral and it is 
only reasonable to grant such a request. 
If a bank handles many collateral loans 
it should have a uniform “memorandum 
of collateral deposited” which can be offi- 
cially signed. This form should be at 
(Continued on page 1004) 


BU 
| | 
| 
| | 
| 
| 
| 
| 
| 
| 
| 


April, 1980 


AMERICAN BANKERS ASSOCIATION JOURNAL 


NORTHWEST BANCORPORATION 


The Man you want to know 
makes himself at home in our Banks 


| 


He calls on us often. He discusses politics, local 
problems and his own business affairs. He is our friend 
and through us he can become yours. You may be seek- 
ing a contact for one of your customers. Whatever you 
want toaccomplish in any part of the Middle Northwest, 
an executive in one of our 98 banks and trust companies 
can give you close personal contact with the men you 
want to meet. 


A relationship with any bank affiliated with the 
Northwest Bancorporation makes you a customer of 
every bank in this great group. Through this relationship 
all the advan- 
tages of our 
wide acquaint- 
anceship 
throughout 
the Middle 
Northwest are 
at yourservice. 


Territory Served by the Northwest Bancorporation 


Combined Resources Over $483,000,000 


MINNEAPOLIS, MINNESOTA 


The Northwest 


Bancorporation zs: 


A group of 98 banks and 
trust companies located in 
eight states of the Middle 
Northwest affiliated for 
greater strength and to give 
more complete banking 
service to its 500,000 cus- 
tomers. In this great group 
of leading banks with com- 
bined resources of over 
$483,000,000 each bank 
Operates under local man- 
agement backed by the 
strong central organization. 

To interested executives, 
we will be glad to send the 
Northwest Bancorporation 
booklet, “Blazing a New Fi- 
nancial Trail.” Write the 
Northwest Bancorporation, 
Minneapolis, Minnesota. 


GREAT 
INSTITUTION 


BancNorthwest Company—lInvestment Securities Division 


When writing to advertisers please mention the American Bankers Association Journal 
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Life Insurance Competition 


HEN the forces that are nibbling 

at the savings accounts are as- 
sembled together they make an arrest- 
ing picture. 

In a letter to the JourNAL, C. O. 
Holmes, president of the Central Trust 
& Savings Bank of Gary, Ind., reviews 
them. 

“It occurs to me,” he writes, “to ask 
whether or not you have made any ex- 
tended study of this whole question of 
savings, not only in the form that the 
average banker likes to see them, name- 
ly fat, dormant savings accounts, but 
also in the newer and perhaps more com- 
petitive sense, because of sales pressure 
in the following fields: 


“Equity investing by scores and 
perhaps hundreds of thousands of 
public utility customers who now 
are personally solicited to buy stock; 

“Increased investment by hun- 
dreds of thousands of corporation 
employees across the country in the 
newer modes, such as sales by the 
Pennsylvania Railroad and United 
States Steel Corporation of stock to 
their employees; 

“The high pressure sales that run 
into staggering totals of life insur- 
ance which, if analyzed, for exam- 
ple in a single state like Indiana, 
represent probably as much as 
twenty-five millions of dollars a 
year taken out of the current earn- 
ings of the people and paid to the 
insurance companies, and naturally 
to a considerable part of that ex- 
tent preventing the old-fashioned 
savings account growth; and 

“The interesting disclosures that 
would be found by going into the 
figures of building and loan growth 
across the country. May we cite 
our own county, namely Lake Coun- 
ty, Indiana, which last year showed 
an increase in net resources of the 
forty some building and loan asso- 
ciates in excess of $2,000,000 and 
last year was thought to be rather 
a poor year. 


6¢7 AM moved to write this in this some- 

what extended fashion because of 
a recent experience in a neighboring city 
where the leading banker told me of his 
problem and of how little he could do 
to prevent its being an increasing prob- 
lem. For a number of years now, a 
corporation which is the only industry 
in that city has -had a stock selling, 
profit sharing combination exceedingly 
attractive from the standpoint of method 
of payment and generously remunerative 
to the employee. By this means large 
sums are held back monthly on the em- 


ployee’s written order to be applied on 
the purchase of stock in the company, 
to the extent that hundreds, if not thou- 
sands of former customers of the bank 
who used to deposit out of their pay 
checks into savings accounts are now 
pulled into this other channel and, gen- 
erally speaking, to the advantage of the 
employee, but the slowing up of bank 
growth. 

“Referring further to the matter of 
life insurance company competition, 
these insurance companies pull the forty 
or fifty millions of dollars a year out of 
Indiana, which constitutes an increasing 
and severe competition against savings 
accounts (notice that the figure I first 
used is $25,000,000 which I feel is a rea- 
sonably safe estimate of the minimum of 
such competition). 


66 HEN again we have this other 

horn of the dilemma, namely that 
these same funds that have been suc- 
tioned into the great centers, are then 
sold into our communities by men em- 
ployed to personally canvass every bor- 
rower who has a loan maturing or every 
builder or contractor who takes out a 
building permit, first to sell this pros- 
pect money from the life insurance com- 
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pany that is seeking investment in mort- 
gages. 

“Then, what is more serious still, if 
they cannot get the first mortgage in 
any other way, quite often they have a 
second mortgage outlet in which they 
take the rest of the risk that the ordi- 
nary unit banker dare not try to assume 
with his limited facilities for financing 
mortgages, and our first mortgage busi- 
ness dwindles sharply. 

“This pressure to put out these funds 
has evidently become serious in the home 
offices of the companies, because the old- 
fashioned outlets, agencies or connec- 
tions that these companies had do not 
seem to be enough, since the companies 
are increasingly establishing branch 
loaning offices with their own manage- 
ment in charge, in order to push out the 
funds more aggressively. 

“I do not mean to draw a pessimistic 
picture; I mean merely to try to analyze 
the factors as they move across our view, 
with the idea of better informing both 
the unit banker and the other type as to 
the changing conditions and especially 
to see if, with your help, we can get some 
idea of the extent to which the chang- 
ing developments and ramifications will 
cause important adaptations and finally 
enable us better to plan for the institu- 
tions whose growth is at once our re- 
sponsibility and problem.” 


The Practical Art of Loaning Money 


By WILLIAM K. PAYNE 
President, Cayuga County National Bank, Auburn, N. Y. 


T= loaning of money is not a 
science but an art, and every art 
has its canons which cannot be 
successfully disregarded. There have 
been formulated certain canons in the 
distribution of credit, particularly these 
three main objectives in the making of 
loans: 

(1) Keeping the funds liquid. 

(2) Avoiding losses. 

(3) Producing adequate earnings. 

The proper coordination of these ob- 
jectives makes the successful banker. 

In no phase of the loaning art, I be- 
lieve, is the setting up of preformulated 
rules of more use than in the matter 
of keeping funds in such a liquid form 
that the demands of depositors can at 
all times be met without sacrifice or em- 
barrassment. An analysis of deposit 
accounts and loan turnover for some 
years back will readily show, by means 
of charts, the limits within which one 
can expect accretion and withdrawal of 
funds at any time within the year. From 
this date can be formulated a fixed mini- 
mum for cash and secondary reserve. 
Needless to say, these studies should be 
kept constantly up to date. 


T will be found that the figures will 

not coincide with those of another 
bank of the same size. Many items enter 
into the individual situation, such as the 
proportion of capital funds to deposits, 
the amount of funds invested in build- 
ing and fixtures, the character of the 
business and the loaning requirements 
of customers. Having determined the 
required amount of liquid secondary in- 
vestments, a study should be made as to 
what items in the portfolio are in fact 
liquid. 

In the pure atmosphere of theory, un- 
clouded by experience, every loan made 
to finance a business transaction, and 
most collateral loans, are supposed to be 
paid promptly at maturity. But bank- 
ers of experience in the smaller com- 
munities (I suspect it is not much differ- 
ent in the big cities) know that many of 
these loans will be long drawn out. In 
many cases an insistence on prompt pay- 
ment would result in the loss of valuable 
customers. I believe that but a small 
proportion of the local loans of most 
country banks can safely be classed as 
liquid. 

The careful banker is concerned not 


980 
| 
~ 


April, 1980 


solely with the current liquidity of his 

portfolio, but he has also constantly in 

mind those times, always to be antici- 

pated, when a whole community, or a 

group of industries becomes static. In 

such a time, unhappy is one whose port- 
folio does not show careful diversifica- 
tion of both loans and _ investments. 

Study and analysis will produce safe 

rules to guard against such a situation. 

Few are the country banks, I believe, 
which do not acquire a goodly num- 
ber of individual frozen loans. Two 
rules will, if lived up to, keep these at a 
minimum: 

(a) Make a careful analysis of a borrower‘s 
business, with this contingency in view, 
before making the loan. : 

(b) Keep a close watch of his operations 
after the loan is made. 

It is not difficult to formulate ules 
which would admit to the portfolio only 
such loans as will surely be paid, barring 
some inconceivable disaster. Yet if the 
usual country banker lived up to these 
rules, he would have few losses, but he 
would have little business. Like the mer- 
chants of other communities, he must 
take reasonable business risks. In like 
manner he can hold his losses to a rea- 
sonable minimum, if he will base his 
appraisal of the risk involved on a care- 
ful study of the facts involved. 

I know no reason why the country 
banker cannot obtain from each un- 
secured borrower of any appreciable 
amount a complete credit statement. By 
statement I do not mean merely a bzl- 
ance sheet. I mean a statement as weil 
of sales, earnings and expenses. It is 
not very informing to know the amount 
of inventory, if you are ignorant of the 
amount of sales and the rate of turnover. 
The amount of working capital really 
means something when one has before 
him the statement of expenses. 

I know no reason why an habitual 
borrower should not continue to fur- 
nish frequent and regular statements 
during the life of the loan. I think it 
highly important that the banker should 
regularly visit his borrowers at their 
places of business. All loans which were 
sound when first made do not continue 
in the same condition over a period of 
time. 

I know no reason why, when a col- 
lateral loan is made, a definite under- 
standing should not be had as to when 
and out of what funds the loan is to be 
paid. If such an arrangement is not 
carried out, a definite new arrangement 
should be entered into. Every bank 
should exchange loan information with 
every other bank with which its cus- 
tomers are liable to do business, through 
a country clearing house, or similar ar- 
rangement. Many a loss has_ been 
charged off which had been made on the 
false statement that there were no other 
loans outstanding, where the real facts 
were discovered after the falsifier died. 


The successful banker is he who earns 
adequate returns for his stockholders 
from year to year. In each exercise of 
judgment in his loaning operations is 
involved the question of profits. Bankers 
today are studying this question of earn- 
ings as never before. A study of the 
costs involved in making loans and in- 
vestments, and of the net returns there- 
from is well worth while, and will show 
some startling results to one who makes 
it for the first time. I should suggest 
that no loaning officer should make a de- 
cision until he has ascertained what the 
profit will be on the transaction. 
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We are in the midst of considerable 
experimentation in substituting for the 
unit country bank and the independent 
country banker, a chain bank and a 
branch manager. How far rules and 
formulas can be substituted for the judg- 
ment and experience of the country bank- 
er and his sense of responsibility and 
loyalty to his own bank and to his com- 
munity are important factors involved 
in this experiment. It seems important 
and inevitable, therefore, that much 
study be given this momentous and fasci- 
nating subject. 


High Cost of Cheap Bonds 


By ANDREW PRICE 


President, Marine Bancorporation, Seattle 


ties have been sold to banks rather 

than bought by them. Safety and 
fair price should be purchased rather 
than interest rate or what the salesman 
has to sell. Real estate mortgage bonds, 
special assessment issues, and those of 
small industries or special ventures 
should be avoided. 

The most discouraging thing that ‘thas 
come to my attention in connection with 
these bond investments has been the ab- 
solute inability to obtain a firm bid on 
many bonds which had been purchased 
with the full belief that they constituted 
a desirable investment, but which, be- 
cause of their limited market taken to- 
gether with the general lack of interest 
in the bond market and lack of support 
of the particular issue, were without 
market when banks had to sell them 
or sought to convert them into other 
more profitable uses. Reserves built 
upon such securities are not secondary— 
they are suicidal. 

It is not a bad rule for an inex- 
perienced banker to confine his invest- 
ments in bonds to those listed on the 
New York Stock Exchange, and in issues 
of sufficient size and of sufficient activ- 
ity to provide a reasonably assured mar- 
ket when he desires to sell. Listing on 
the New York Stock Exchange is not, 
of course, of itself a sufficient recom- 
mendation, but as the principal issues of 
the country are now so listed, it does 
provide a more definite means of deter- 
mining marketability and price. Bonds 
which are still “in syndicate” should be 
avoided. 

The next most outstanding impression 
I have gained through examination of 
these lists has been that most bankers 
are apparently indisposed to stop their 
losses when the price of their bonds goes 
down—just as they miss many opportu- 
nities to increase their profit by selling 
when everything looks bright. These 
two sins of omission far outweigh most 


IT is evident that too many securi- 


of the sins of commission in connection 
with the conduct of bank bond accounts. 

Some banks seem to buy more se- 
curity than is necessary, irrespective 
of income; others buy coupon rate or 
price and overlook the factor of safety. 
Mout of the cases of the latter classifica- 
tion are the result of over-trading which 
often leaves a bank’s bond list in a de- 
plorable if not irretrievably poor posi- 
tion. Not that exchanges are not ad- 
vantageous, for as a matter of fact ju- 
dicious shifting of holdings offers a 
means of: increasing the earning power 
of an investment account and assists in 
keeping the account active and fresh. 
For example, many issues either be- 
cause of sinking fund operations, or 
buying by the company to use surplus 
funds, may be selling out of line with 
equally desirable issues. Certainly ad- 
vantage should be taken of such situa- 
tions. 

Most banks seem to have hearkened 
to the preachment of diversification, but 
unfortunately too many of them have re- 
lied upon diversification alone as their 
measure of safety. Such banks have 
taken severe losses on small blocks of 
undesirable issues, which probably would 
never have found their way into the bond 
account had they not gone on the theory 
that on the general law of averages they 
would not lose too much if any one is- 
sue did go bad. 

With few exceptions, the average 
country bank’s bond account reflects 
the fact that the major if not prac- 
tically the entire time of its principals 
has been given to loan problems rather 
than bond purchases. ‘Country banks 
which find this condition prevails with 
them would do well to rest heavily upon 
their city correspondent banks of size 
and service competent to advise. Most 
of the larger city banks are now well 
equipped to counsel with their correspon- 
dents and their responsibility in this re- 
spect does not weigh lightly with them. 
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National Accounting Machines bring... 


INCREASED EFFICIENCY 


...to Every Department of a Bank 


ACCOUNTING MACHINE 


IN EVERY DEPARTMENT of a bank 
there is a need for National Accounting 
Machines . . . a constant opportunity for 
greater accuracy, faster results and 
increased economy with this most ad- 
vanced form of mechanical accounting. 


In the Savings Department National 
Posting Machines give a protection never 
before possible. Three records of a de- 
posit or withdrawal are printed at one 
operation . .. one on the passbook, one 
on the ledger card and another on a 
journal sheet locked in the machine. 


Other departments use the National 
Accounting Machine. In posting com- 
mercial accounts, writing transit letters, 
proving incoming checks, trust account- 
ing and general bookkeeping this equip- 
ment is standard with scores of banks. 


POSTING MACHINE 


The advantages of National Accounting 
Machine equipment are as readily avail- 
able to the small bank as to the large. 
In the small bank one machine may 
handle several different types of work. 
In the larger institution many machines 
may be used in each department. 


Whatever the size of your bank, what- 
ever the method now used in various 
departments... an investigation of Na- 
tional equipment may be the means of 
making a very definite improvement. 


As one banker expressed it, ‘We had 
been satisfied with our old way of doing 
things until we investigated National 
Machines and learned what was possible 
with modern machinery.” Our repre- 
sentative in your city will be glad to 
give complete information. 


THE NATIONAL CASH REGISTER COMPANY 


World’s Outstanding Producer of Accounting Machines and Cash Registers 
DAYTON, OHIO 


When writing to advertisers please mention the American Bankers Association Journal 


The Condition of Business 


Greater Stability of Commodity Prices Aids Recovery in 
Business. Cheap Money Is Most Important Factor. Volume of 
Production and Trade Still Short of Last Year but Building Ex- 
pands Sharply. Employment Shows Slightly Upward Tendency. 


HE recovery in business has made 

further progress during the past 

month and there is general con- 

fidence that the improvement will 
broaden out as the year goes on. The 
steel industry, which led off this year 
with a notable gain, has lowered its rate 
of operations somewhat but expects to be 
able to hold schedules around the present 
75 to 80 per cent of capacity. Automo- 
bile plants have built up production much 
more slowly than last year so as not to 
crowd dealers, and the situation is being 
kept sound. 

Building operations have expanded 
somewhat, particularly in public build- 
ing and engineering works, while the 
construction of residences has as yet 
shown little improvement. Aside from 
these key industries, numerous other lines 
have shown some increase in activity, 
some of it, of course, merely seasonal, 
while certain other industries have at 
last stopped their decline. It might be 
said that most industries are now headed 
in the right direction. 


Two Favorable Factors 


HERE are two elements in the busi- 
ness situation that are of outstand- 
ing importance though they do not apply 
to any particular lines but to all. One is 
that the decline in commodity prices ap- 
pears to have been arrested, and some 
rather smart rallies have occurred in 
wheat, cotton, rubber, silk, lead and pe- 
troleum products. Genuinely cheap 
money is the other, and the low rates of 
the past month have not been witnessed 
since 1924 and may be expected auto- 
matically to inject funds into circulation. 
Savings banks are now accumulating a 
’ surplus of long-time money for mortgage 
investment. Commercial banks are in a 
strong position, having reduced their in- 
debtedness to the reserve banks to the 
lowest level since 1917, with the single 
exception of a week in 1925. Gold im- 
ports, principally from Japan, have 
placed the Federal Reserve System in a 
strong position and a great deal more 
credit could be put into the money mar- 
ket if it were deemed advisable. Doubt- 
less the banking authorities are following 
policies that will get the banking situa- 
tion in the best possible shape for the 
flotation of the German reparations loan 
in May. 
There are some less favorable elements 


in the business outlook. More than 20 
per cent of union labor is unemployed. 
Foreign trade is running 20 per cent 
below last year. Stock market activity 
is expanding at.a considerably faster 
pace than would seem warranted by the 
recovery in business. Corporation prof- 
its for the first quarter are estimated at 
15 to 25 per cent below the same period 
last year, and the number of dividend 
omissions is increasing. 


Much New Construction 


BUSINESS boom practically never 

occurs without a building boom 
also, and so far there have been plenty 
of indications that building would re- 
cover, but little tangible evidence. 

Many of the state and municipal proj- 
ects that were advocated to relieve unem- 
ployment are now getting under way. 
Awards for this class of building in the 
first three months of 1930 (March partly 
estimated) amounted to approximately 
$279,000,000, according to the F. W. 
Dodge figures. This was nearly 50 per 
cent higher than the first quarter of 1929 
and surpassed that of any previous year. 
All of these undertakings, however, re- 
quire planning and engineering work be- 
fore the actual construction can begin, 
and the larger the project the more pre- 
liminary work is necessary. 

Modern steel structures cannot be 
thrown together by an army hastily re- 
cruited from the unemployed. As an il- 
lustration, the city of New York has 
under way an extensive program of ad- 
ditional subway construction and the 
suggestion was made, and received popu- 
lar approval, that this work be speeded 
up in an effort to relieve unemployment, 
but the authorities responsible for the 
work have since pointed out that it takes 
from eight months to a year to formulate 
technical plans for subway lines, that 
their present need is for more trained 
engineers, not unskilled laborers, and 
that their primary problem is not to pro- 
vide jobs but to provide an adequate 
transportation for New York’s popula- 
tion. 

An increasing supply of mortgage 
money is now coming from the savings 
banks. Statistics that are furnished by 
a group of New York savings banks show 
that from March 1 to 22, 1930, they ex- 
perienced a net gain in the aggregate of 
$12,000,000 in deposits, which contrasts 
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with a net loss of approximately $1,600,- 
000 in the month of March, 1929. The 
eleven banks supplying these reports 
have combined deposits of approximately 
$1,800,000,000. 


Money Rates Swing Low 


N the short-time money market the 
prevailing rates show an almost un- 
believable change from those a year ago, 
as may be seen from the following table 
of range during the last week of March. 
It will be recalled that the famous money 
squeeze occurred March 26, 1929, when 
rates for call money rose to 20 per cent 
and would have gone higher had not a 
group of New York banks announced 
that they would supply a large additional 
sum at a price, even though they were 
not desirous of increasing their collateral 
loans. 
Last Week of March 
1929 1930 


8 -20 3%-4 
Bank acceptances 

(90-day) ...... 5%— 5% 24%-2% 
Commercial paper. 5%- 6 3%-4 


Bond prices have likewise continued to 
move upward inversely to the drop in 
yield, and the averages have now re- 
covered practically all that was lost in 
the past twelve months and are very 
strong. An increasing amount of bond 
financing is looked for, but new stock 
offerings are still conspicuous by their 
absence. 


Employment Up Slightly 


ATEST figures from the Department 
of Labor show a slow but continued 
increase in the number of workers em- 
ployed in manufacturing industries, and 
a somewhat more substantial expansion 
in payrolls, but both numbers and pay- 
rolls are far below last year at this time. 
The Labor Bureau’s weighted index of 
employment for February was 90.3 as 
compared with 97.4 in February of last 
year, while the index of payrolls was 
90.7 and 101.8, respectively. A prelimi- 
nary report for March by. the American 
Federation of Labor indicated that 21 
per cent of its entire membership was 
unemployed compared with 22 per cent 
unemployed last February and 14 per 
cent in March, 1929. 

Most authorities express the opinion 
that the worst stage of unemployment 
has now been passed and that the situa- 
tion is on the mend, even though it will 
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be some time before the adjustment is 
complete. As reliable figures for the 
country at large are not available, and 
as unemployment quickly passes from a 
purely economic to a social problem, it is 
easy for inaccurate statements to attain 
wide circulation, regardless of whether 
they originate from innocent rumors or 
are started by persons desiring to make 
political capital out of the distress of a 
limited group. 

Anyone who has observed the natural 
ebb and flow of business knows that in 
boom times there is a tendency to in- 
crease the number of employees and to 
grant salary and wage increases freely, 
and that in times of recession, such as 
the past half year, there is a pressure to 
cut down overhead by releasing those em- 
ployees who can be most easily dispensed 
with. Unfortunately the tendency usu- 
ally goes to extremes, both in expansion 
and curtailment. A great improvement 
has been made in this respect by per- 
sonnel management during recent years, 
but there is no hope of eliminating the 
fluctuation entirely and there will always 
be the fringe of workers who are em- 


ployed only in boom times. Any observer 
can note two other tendencies in the 
cycle of employment: that of the unem- 
ployed to drift into the large cities and 
perhaps become dependent upon charity, 
then later to return to their own home 
towns throughout the country and some- 


how adjust themselves. 


Must Keep Staffs Intact 


ODERN business has largely dis- 

carded the “hire and fire” policy 
of older years, involving costly turnover 
of labor, and in its place has built organ- 
izations of highly trained men, which 
must be kept intact for the most part 
regardless of ordinary fluctuations in the 
volume of business conducted. This is 
peculiarly true of financial institutions 
and it may be stated that, contrary to 
the rumors of widespread reduction in 
forces by the New York City banks, a 
comparison of the personnel figures of 


the large banks, as well as other com- 
panies in New York employing many 
thousands of clerical workers, shows that 
the reductions even from the peak of 
last summer have been almost negligible, 
averaging only 1 or 2 per cent. 


Foreign Trade Drops 


HE export and import trade of the 
United States has declined rather 
sharply in the last half year, due to the 
recession in general business and also 
to the lower level of commodity prices. 
These conditions are by no means con- 
fined to this country but are practically 
world-wide in their scope, causing a 
similar slump in the trade of other prin- 
cipal countries. 
Exports of merchandise from the 
United States have been as follows dur- 


AMERICAN 


ing the past three years, the latest avail- 
able figure being for February, 1930: 


MERCHANDISE EXPORTS 
(In Millions of Dollars) 
1930 


$411 


January 


February 


November 
December 


Total $5,128 $5,241 $762 


Caused by Low Prices 
EBRUARY exports amounting to 
$351,000,000 were the lowest for any 
month since July, 1927, and the lowest 
for any February since 1922. Detailed fig- 
ures as to commodities have not yet been 
issued but it is believed that a consider- 
able part of the shrinkage was due to 
lower volumes and prices of wheat and 
cotton, the remainder being caused by a 
general drop in the shipments of manu- 
factured goods. 
While export trade in the first two 


months declined 18 per cent below the 


corresponding months of the previous 
year, import trade declined 20 per cent, 
as shown in the table below: 
MERCHANDISE IMPORTS 
(In Millions of Dollars) 


September 
October 
November 
December 


Total $592 


Not Permanently Lower 


MPORTANT factors in the decrease 
of imports are the lower prices pre- 
vailing for rubber and coffee as compared 
with a year ago. It must also be re- 
membered that during last year, particu- 


‘larly the closing months, imports were 


running abnormally large in anticipation 
of the pending tariff. 

There is no reason to fear that the 
foreign trade of the United States has 
been reduced to a permanently lower 
level, but its expansion is largely de- 
pendent upon the recovery of buying 
power in other countries which, of course, 
will take time. Meanwhile the compet- 
itive conditions have been made some- 
what more difficult than before and will 
recuire the best possible effort on the 
part of American exporters if they are 
to hold the trade that has been so la- 
boriously built up in foreign markets. 
The present cheapness of money rates 
for financing by means of bankers’ ac- 
ceptances will be a point to their advan- 
tage. 

As a sequel to the sharp recession 
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in business a considerable number of 
corporations have since the first of the 
year found it advisable or imperative to 
suspend the payment of dividends on 
their capital stock outstanding. The list 
is a long one and includes large and rep- 
resentative companies. 


Going on Since 1928 


HIS tendency is not new but has 

been going on for some months, as 
can be seen from the following table pre- 
pared from data compiled by the New 
York Times, showing the number of divi- 
dends omitted monthly in the last three 
years: 


NUMBER OF DIVIDENDS OMITTED 
1929 


23 


August 
September 
October 
November 
December 


Twelve months 


*Through March 28. 


In addition to the dividends completely 
passed, there were twenty-eight reduc- 
tions in rates this year as compared with 
fifteen in the first quarter of 1929. In con- 
sidering these unfavorable dividend ac- 
tions, however, it must be kept in mind 
that during the same periods there was 


a much larger number of favorable dec- 
larations, the various types of which are 
summarized below for the first quarter: 


NUMBER OF FAVORABLE DIVIDEND 
DECLARATIONS OTHER THAN 
REGULAR 


-—-First Three Months—, 
1929 1930° 


Initial 
Increased 


*Through March 28. 


Small Investors Hurt 
OREOVER, for several years there 


has been a mounting total of reg- 
ular dividend declarations and it is 
against these that the number of divi- 
dends passed should properly be meas- 
ured. 

Dividend omissions last month were 
rather widely distributed as to different 
industries, but particularly reflect the 
unsatisfactory progress being made by 
some companies in such lines as auto- 
mobiles and tires, aircraft, silk and cot- 
ton goods, radios, non-ferrous metals and 
merchandising, also investment trusts 
and mortgage companies. 

The companies listed above are all 
large and well established, but the com- 
plete list includes many of the smaller 

(Continued on page 1010) 


379 403 ine 
September ..... 421 437 atk 
476 426 
14 8 24 
Three months. 42 36047 
10 
7 13 19 
146195 
1928 1929 1930 
January ....... $3838 $369 $311 
February ...... 351 369 281 
345 411 
320 351 
44 118 78 
154 185 183 
Resumed ....... 14 12 15 
9 19 12 
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Will You Let Today’s 
Opportunities Drift Away? 


A good many years ago, the men of this nation decided to bor- 
row to build homes. They found the banker a bit slow in providing the 
needed funds. Did this prevent the carrying through of their plans? 


NO., Where the need existed and available banking facilities were not suffi- 
cient tomeet it, building and loan associations sprang into successful existence. 


Miore recently, men—and women—decided to borrow against future 
salaries to buy automobiles on time payments. Did they heed the banker’s 
warning or opposition? 


HARDLY. The finance company came into being—and the need was met. 


Today, this human tide has made another decision. The general public 
is becoming interested in securities at an exceedingly rapid rate. This in- 
terest is increasing in every community—large and small—in the nation. 
For the first time in twenty years, savings banks lost ground in 1929. 


During the same period, there has been an amazing increase in the number 


of shareholders in important corporations. No question about the direc- 
tion of the human tide being clearly marked. 


WHAT ARE YOU GOING TO DO ABOUT IT? Are you going ta ride 
with the tide, or buck it? 


There is an extraordinary opportunity offered you by charging adequately. Other bankers are doing this. 


this newly-aroused interest in investments. People 
with investment problems must have sound investment 
information. And they are most likely to direct their 
business to the institutions that meet this fundamental 
need. Isn’t it true that the very people in your com- 


munity whose deposits are best worth cultivating are 
the ones most interested in investments? 


Here is opportunity for you to expand your collateral 
loan business. If it isn’t profitable, make it so by 


If you have found it hazardous, remove the hazard by 
establishing loan values based on earnings per share and 
other fundamental factors instead of on market price. 


Here’s opportunity to pave the way for a trust depart- 
ment —or, if you already have one, to further its ex- 
pansion . . . Here’s opportunity for an investment 


department ... Here is opportunity simply to build . 


good will where good will means most to your bank. 


All these opportunities are yours if you are equipped to take them 


It costs surprisingly little to equip your bank to render service of this character—with the aid of 
Standard Service —and it will take very little of your time. It you will simply sign the attached 
coupon and mail it back, we will tell you all about it. 


STANDARD 


SERVICES 


STANDARD SERVIC Published and Distributed by 


The Largest Statistical Organization in the World 


MAIL THIS COUPON NOW 


STANDARD STATISTICS CO., Inc. py2 ll 
200 Varick Street, New York 
I Tell me about your service. 


We can show you more clearly the advantages Standard Services 4 
offer, if you will give us the following informatiwn regarding q 
your investment activities 


OWe have a trust dept. () We are considering a trust dept. 4 
(We have an investment dept. 0 We are considering an 
investment dept. a 
. Our investments j 
in “Other Bonds and Securities” 
Our collateral loans total $ 


200 Varieck Street, New York 


REMOVE THE DOUBT 


STANDARD STATISTICS €O., Ene. ares 
1 


When writing to advertisers please mention the American Bankers Association Journal 
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A telephone 
for every six 


people 


TODAY there is a Bell telephone for 
evéry six people in the United States. 
This compares with one telephone for 
every nine people in 1920, one for every 
sixteen in 1910, and one for every ninety 
persons in 1900 

The business of the Bell System has 
both stability and growth. The interests 
that it serves are as diversified and as wide- 
spread as the nation itself. The growth 
of the System is not only due to the 
growth in population, but to a constantly 
increasing growth of the telephone habit. 

In order to meet this growing demand, 
construction expenditures of the Bell Sys- 
tem during the last five years have been 
more than $2,000,000,000, and it is esti- 
mated that similar expenditures during 
the next five years will be well in excess 
of this amount. 

The present assets of the System total 
more than four billion dollars, only 25% 
of which is represented by funded debt. 
Because of its conservative capitalization, 
net earnings are more than four times 
interest requirements. 


May we send you a copy of our booklet, 
“*Bell Telephone Securities’? ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 


The World Bank 
Embarks 


(Continued from page 923) 


Thirteen Specific Powers 


ERTAIN powers are specifically 
C granted to the bank. It may: 


(a) buy and sell gold coin or bullion for 
its own account or for the account 
of central banks; 

(b) hold gold for its own account under 
earmark in central banks ; 


(c) accept the custody of gold for the ac- 
count of central banks ; 


(d) make advances to or borrow from 
central banks against gold, bills ot 
exchange and other short-term obli- 
gations of prime liquidity or other 
approved securities ; 


(e) discount, rediscount, purchase or sell 
with or without its endorsement 
bills of exchange, cheques and 
other short-term obligations of 
prime liquidity, including treasury 
bills and other such government 
short-term securities as are cur- 
rently marketable; 


(f) buy and sell exchange for its own 
account or for the account of cen- 
tral banks; 


(g) buy and sell negotiable securities 
other than shares for its own ac- 
count or for the account of central 
banks ; 

(h) discount for central banks bills taken 
from their portfolio and rediscount 
with central banks bills taken from 
its own portfolio; 

(i) open and maintain current or deposit 
accounts with central banks; 


(j) accept: 
(I) deposits from central banks 
on current or deposit ac- 
count ; 


(II) deposits in connection with 
trustee agreements that may 
be made between the bank 
and governments in connec- 
tion with international set- 
tlements ; 


(III) such other deposits as in the 
opinion of the board come 
within the scope of the 
bank’s functions. 


(k) act as agent or correspondent of any 
central bank; 


(1) arrange with any central bank for 
the latter to act as its agent or 
correspondent. If a central bank is 
unable or unwilling to act in this 
-capacity, the bank may make other 
arrangements, provided that the 
central bank concerned does not 
object. ... 


(m) enter into agreements to act as trus- 
tee or agent in connection with in- 
ternational settlements, provided 
that such agreements shall not en- 
croach on the obligations of the 
bank towards third parties; and 
carry out the various operations 
laid down therein. 


Central Banks Always Have 
Last Word 


T is also interesting to note that “any 

of the operations which the bank is 
authorized to carry out with central 
banks under. the preceding article may 
be carried out with banks, bankers, cor- 
porations or individuals of any country 
provided that the central bank of that 
country does not object.” 

Another interesting fact to note is that 
the bank has no reserve requirements. 
As it is not to issue notes of its own and 
as it is not going to have paper other 
than self-liquidating paper of ninety-day 
maturity there is really no reason why 
it should have any reserves whatsoever. 


i 
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To be sure, it might be said ‘with equal 
truth that the bank will have 100 per 
cent reserves consisting of liquid assets 
though not of gold. 
The provisions for the distribution of 
profits of the bank are too long and in- 
volved for discussion in a brief article. 
The stock, however, is entitled to 6 per A PRIMER OF 
cent cumulative dividends, and after cer- 4 
tain reserves are provided, to an addi- 
tional 6 per cent. Based upon the com- BAN KERS BLAN KET 
pensation agreed to by the creditor gov- pa 
ernments for the services of the bank in 
connection with the handling of repara- BON DS 
tion payments, and upon the opinions of 5 
those familiar with the cost of this work, 
it appears that the bank will in all proba- 
bility be able to meet the 6 per cent cu- 
mulative dividend from the beginning of 
operations. 
The importance of this bank, to my 
mind, will consist at first largely in 
bringing about cooperation between the 
leading fiscal institutions of the impor- ow ow ere —in eight 
tant countries of the world; -it will cre- 
ate a proper atmosphere in which ques- 
tions of common interest may be dis- 
cussed without rancor by men who know ° ° 
each other personally. Such association 7202 - technical explanation of 
and acquaintance must inevitably create F 
in each of them a respect for, and confi- the most comprehensive form 
dence in the other’s judgment and integ- 
rity of a kind entertained by those of us 


who were fortunate enough to be at of protection ever devised for 


Baden-Baden for our associates at that 


conference. banks. This interesting and 


pages —is a clear, concise, 


——— informative booklet merits a 


(Continued from page 927) place in every bank’s reference 


past few months. Not only have farmers 


thus been liquidating their debts by re- library. Ask your Secretary fo 


ducing their holdings of real estate, but 

there has also been much less of a dis- . 

position on the part of farmers to buy write today for a copy. No 
land on credit. There has been a marked ° ° 

decrease in the demand for loans for all ; obligation whatever. wor — 
of these reasons, while the shortage of 

available capital and increasing hardness 

of terms. have deterred many from bor- 

rowing who otherwise would have done 

so. Perhaps the least factor in the 

change has been the ability on the part 

of comparatively few farmers, under im- . 

proved agricultural conditions in some Published by 

parts of the country, to finally liquidate 


indebtedness by actually paying it. The FI DELITY &S DEPOSIT 


whole movement is one rather of liquida- 

tion by adjust t th i t. Th 

| | COMPANY OF MARYLAND 
Dim Prospect of Cheap Money BALTIMORE 


ROM every angle it appears that the 

farm mortgage business in the im- 
mediate future is likely to be conducted 
upon considerably different lines from 
those followed in the past four or five 
years. In the first place, there is little 
prospect for very cheap money for the 
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Experienced Service 


is IDependable 


Service 


Experience gained through 
many years of friendly and 
intimate contact with all 
types of out-of-town banks, 
in every section of the coun- 
try, assures to our corre- 
spondents a sympathetic 
understanding of the prob- 
lems they are called upon 
to meet. 


Whether it be the daily rou- 
tine of every day transac- 
tions or whether it be the 
unusual, the emergency, or 
the uncertainty of changing 
bank practice that gives rise 
to the need, our service is 
complete and dependable. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 
PHILADELPHIA, PA. 


Capital and Surplus... . . . $50,000,000 


farmer in the near future. A recent sur- 
vey by the Bureau of Agricultural Eco- 
nomics of the Department of Agriculture 
showed that in 1928 the interest rates of 
farm mortgage loans of the Federal Land 
Banks and of the larger insurance com- 
panies averaged 5.5 per cent; rates on 
loans of the Joint Stock Land Banks av- 
eraged 5.9 per cent; loans by individuals 
averaged 6 per cent; loans by mortgage 
loan companies averaged 6.2 per cent, 
while rates charged by banks averaged 
6.6 per cent. 

The survey shows that rates in many 
parts of the country now average one- 
half of one per cent higher than a year 
ago. It is very doubtful if even a suc- 
cessful issue of bonds by the Federal 
Land Banks will enable them to offer 
rates below present rates while there 
certainly is very little prospect that there 
will be a return to the very low rates of 
1927 and 1928. On the other hand, the 
high commissions, difficulty of renewals 
and the provisions for partial payments 
now being required of borrowers by most 
lending concerns are likely to force the 
business more and more to a long term 
and amortization basis. 

A survey of farm loans between 1925 
and 1928 indicates that only about 3 
per cent of the farm mortgages in force 
during that period were paid off each 
year, so that about 85 per cent of farm 
mortgages run longer than the common 
term of five years and must be renewed 
for all or a part of the principal and in- 
deed often must be increased. Where 
farm loans are placed on a long-term 
basis in times of normal credit condi- 
tions the borrower secures a minimum 
rate of interest, avoids commissions and 
other expenses of renewals, and avoids 
being caught with his loan due in an un- 
favorable period for securing loans of 
this type. 


75 Per Cent of Farmers 
Affected 


HE Federal authorities estimate that 

at present about 25 per cent of the 
farm mortgages in the country are held 
upon a long-term amortization basis. The 
present difficulties in farm mortgage mat- 
ters which are worrying both farmers and 
the Federal authorities affect only the 
75 per cent of farmers who have been 
willing to borrow money on the three, 
five or seven-year basis, although most of 
them have no reasonable expectancy of 
being able to discharge the debt at the 
end of the term. 

At present these short-term borrowers 
are faced with renewals at higher rates 
of interest, with demand for payment of 
from 2 per cent to 10 per cent on the 
principal of their loans each year, and 
with increased charges for commissions. 
All of these difficulties could have been 
avoided by long-term loans with fair 
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amortization arrangements, and the re- 
sult is likely to be an increasing disposi- 
tion on the part of borrowers to take ad- 
vantage of the Government facilities 
when normal business of the latter is re- 
newed or to place their loans with those 
larger insurance or other concerns which 
have adopted the principle. This would 
bring about an increasing centralization 
of the farm loan business in the gov- 
ernmental agencies on the one hand and 
the larger lending concerns on the other. 
The general experience of the country 
banks with farm mortgage loans in the 
past ten years has not been such as to 
encourage them to interfere with this 
general tendency. 


Quebec’s Miniature 
Chain of Banks 


(Continued from page 932) 


bers, but for investments in the bonds 
of municipalities or in the debentures | 
of various religious orders or adminis- | 
trative units. The manager of the Levis 
bank assures me that there has been no 
change in the fundamental purpose of 
the bank since Desjardins wrote in 1913: 
“The bank has been the complete fulfill- 
ment of our dreams of basing credit on 
the merit of the man himself. Its mem- 
bers have been proud to show that they 
understood their responsibility as well 
as do the manufacturer and the mer- 
chant who are clients of the big bank.” 
The bank’s thirty years of activity has 
practically eliminated the class of bor- 
rowers who have only their character 
to offer as security. The bank still wel- 
comes the necessitous character loan, 
but the lesson of thrift has been so well 
sold to the community that few of these 
are necessary. Most of their members 
now own their own homes, and the mort- 
gages formerly carried by the bank have 
now been completely amortized and de- 
posit balances have been built up. The 
institution has of necessity sought an 
outlet for its funds elsewhere and has 
become an investment trust in municipal 
and institutional debentures. Most of 
the other banks lend the bulk of their 
assets either on mortgages or on in- 
dorsed notes and have not yet found it 
necessary to look for other outlets. 
The usual charge for indorsed note 
loans, which most banks limit to $500 
in amount, is 7 per cent on the highest 
outstanding balance for the quarter. 
Inasmuch as most indorsed note-loans 
are required to be amortized over the 
period of a year, the gross income to 
the bank is slightly larger than 7 per 
cent. Mortgage loans are usually made | 


for a term of ten years, with the re- | . : 

’ | NE of the many interesting T T1945 

quirement that some amortization of the | ©) tie UNION RUSTa. 
vistas in the largest single CLEVELAND 


principal be made quarterly. The usual P F 
interest charge is 6 per cent on the un- | banking room in the world ‘Resources over $300,000,000 
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PROGRESSIVE 


The Eighteen banks 
that compose the 
MARINE MIDLAND 


Group are: 


BUFFALO 
NEW YORK CITY 


NIAGARA FALLS 
NIAGARA FALLS 


PEOPLES TRUST COMPANY 
FIRST TRUST COMPANY 


JOHNSON CITY 
LACKAW ANNA 
JAMESTOWN 
EAST AURORA 
CORTLAND 
ALBION 
SNYDER 


COMBINED RESOURCES OVER $500,000,000 


paid balance. The terms are very flexi- 
ble, however, and amortization require- 
ments are frequently waived subject to 
the payment of quarterly interest. If 
the borrower has not been able to amor- 
tize a real estate loan at the end of the 
term of the loan, and the interest is in 
default, the loan can be renewed for an- 
other ten years or for a shorter term. 


Losses Are Rare 


T is worthy of comment that the 
Levis bank has never gone to court 

to collect a single loan and has never 
lost a cent. Many other Caisses Popu- 
laires have had similar records. This 
remarkable avoidance of loss is prob- 
ably due to several things: First, the 
close association with the church; sec- 
ond, the intimate acquaintanceship of 
its members; third, the careful super- 
vision of the purpose of the loan, and, 
fourth, the leniency of the terms of the 
bank where circumstances make it nec- 
essary to grant extensions. The dividend 
rates most common on shares are 5 per 
cent and 6 per cent. The most common 
rate for deposits is 4 per cent. Inter- 
est on deposits is paid on the minimum 
monthly balance of the depositor, while 
shares must have been in force during 
the complete dividend period to be en- 
titled to dividends. 

Each depositor receives a check book, 
by which hé draws against the account 
of the Caisse Populaire with some large 
commercial bank in its vicinity. A con- 
siderable cash balance is kept to meet 
such withdrawals, and over-draft privi- 
leges are arranged with the depository 
bank in case of necessity. Most of the 
Caisses Populaires seldom make use of 
over-draft privileges, however. 

Several Caisses Populaires are oper- 
ating in French-Canadian parish com- 
munities in the United States. One of 
these, the Caisse Populaire Ste. Marie 
in Manchester, N. H., has grown even 
larger than the Levis bank, and another 
among the French-Canadian mill-work- 
ers in Central Falls, R. I., is a close 
second. Both lend largely on home mort- 
gages and indorsed notes, and are in- 
corporated under the credit union laws 
in their respective states. 

The credit union movement in the 
United States has drawn heavily upon 
the experience of the Canadian Caisses 
Populaires, both in the structure of the 
institution itself and in the general 
philosophy upon which the Canadian 
development was founded. The typical 
credit union today in the United States 
is confined to employees of an industrial 
or mercantile organization, but some of 
the most successful ones have followed 
the plan of the Canadian Caisses Popu- 
laires, limiting themselves to a well- 
defined, intimately-associated community. 
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MARINE TRUST COMPANY 
. ROCHESTER ............. UNION TRUST COMPANY OF ROCHESTER 
TROY .............. MANUFACTURERS NATIONAL BANK OF ,TROY 
POWER CITY BANK 
NIAGARA FALLS TRUST COMPANY 
NIAGARA FALLS BANK OF LaSALLE 
BINGHAMTON 
LOCKPORT ..... NIAGARA COUNTY NATIONAL BANK & TRUST CO. 
NORTH TONAWANDA ................... STATE TRUST COMPANY 
WORKERS TRUST COMPANY 
LACKAWANNA NATIONAL BANK 
UNION TRUST COMPANY 
BANK OF EAST AURORA 
CORTLAND TRUST COMPANY 
..cesueesesss ORLEANS COUNTY TRUST COMPANY 
BANK OF SNYDER 
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Unemployment 
(Continued from page 925) 


tangible goods, which can easily be re- 
stricted in times of prosperity and ex- 
panded in periods of depression and un- 
employment. 


Elastic Billions 


HIS industry, “public works,” is the 
keynote of President Hoover’s un- 
employment relief program. ‘The United 
States spent in 1927 almost $2,000,000,000 
for bridges, rural roads, and streets. 
The inclusion of public buildings of all 
kinds, and possibly expansion projects 
of railroads and public utilities, makes 
this a vast industry which could be 
limited or augmented by three or four 
billions at the proper time. 

Funds spent for such public works at 
a time when bank reserves are large, will 
increase the purchasing power of the 
construction and supplies workers, and 
will create a market for retailers and 
manufacturers, which in turn will be 
able to buy more products and hire addi- 
tional workers. It has been estimated 
that an expenditure of $1 for public 
works will ultimately give rise to a total 
retail purchase of $2. Such expenditure 
being made at a time of large bank re- 
serves, will not restrict other business 
activity. Likewise, the restriction of 
such activities in times of boom when 
bank reserves become low, will retard 
undue expansion of industry. 


Peaks and Troughs 


f shall undoubtedly some day 

W adopt a general system of unem- 
ployment insurance. This will provide 
for the compensation of involuntarily 
unemployed workers from a fund con- 
tributed by society, by employers, and 
by employees. Such a fund would be 
established out of government receipts 
and industrial earnings during times of 
prosperity, thus cutting down the peaks, 
and would be spent in times of depres- 
sion, thus filling in the troughs. 

The emphasis upon education seems 
to be taking numerous young people out 
of industry. Is there some system 
which will enable the voluntary retire- 
ment of the old, who are even now fre- 
quently discharged and are unable to 
secure new employment? About one- 
third of the membership of the National 
Association of Manufacturers have fixed 
age limits for new employees, the most 
common being forty-five years. Com- 
pany pension plans, group insurance, as 
well as physical causes, are blamed for 
the low limit. 

Insurance is an appropriate remedy. 
Old age pension bills were in 1929 in- 
troduced into the legislatures of twenty- 
eight states. Congress has also been 
asked to study the subject. Pensions, 
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HERCULES PROTECTION 
BUILDS GOOD WILL 


Everyone prefers to bank with an alert, up-to-the-minute 


house. One whose modern methods inspire confidence . . 


whose officers are unusually considerate cf their depositors’ 


security and eager to render en extra service. 


If you are still using the old-fashioned, hazardous rubber- 


stamp method of check certification, you are labeling your 


bank as slipshod, backward, out-of-date, for progressive 


banks throughout the country have adopted the Hercules 


Certifier . 


. . the improved machine that provides absolute 


protection against fraud. . . the only Certifier that prints and 


macerates the entire certification record . . . the amount, the 


date and the serial number. 


The added protection of the Hercules Certifier will build 
good will for your bank. Ask for a demonstration. 


One simple operation of the handle prints 
the certification record on both sides of the 
check... cutting the impression into the 
fibre of the paper and carrying the ink 
entirely through the paper from both sides, 
simultaneously. 


The Hercules is scientifically constructed by 
skilled workmen... built of the finest grade 
materials for long service. 


Delivered fully equipped for use with inked 


*SFEED SAFETY - 


ribbons and special plate, made to cus- 
tomer’s order. 


Machines are delivered in sealed and reg- 
istered boxes direct to the authorized 
officer of the purchasing bank, only. 


Impression plates are never placed in the 
completed machine until just before ship- 
ment, and then by trusted department heads 
of this company. 


SAFE-GUARD CHECK WRITER 
CORPORATION 


LANSDALE 


PENNSYLVANIA 


‘0 
a“ 
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Underwriters and Distributors of 
Government, Municipal, Railroad, 
Public Utility and Industrial Securities 


Investment and Brokerage Service 


Members New York and 
other leading Stock Exchanges 


OTIS & CO. 


Established 1899 


NEW YORK CLEVELAND CHICAGO 


Offices in twenty-eight cities 


like the unemployment benefits, would be The United States is the only large 
paid from funds contributed by the gov- industrial country which has no system 
ernment, the employer and employees. of social insurance. The risk of unem- 


Volume of Production and Number of Workers‘! 
Per Cent of Increase or Decrease 1899-1925 


In Physical In Number 
Industries Volume of Production of Persons Engaged 


All industries 

Iron and steel 

Chemicals and allied products.............. 
Paper and printing 7 

Textiles 

Food and kindred products 

Tobacco manufactures 

Rubber products (2) 

Vehicles for land transportation 


(1) Adapted from “Recent Economic Changes,” Page 457. 
(2) Increase from 1909 to 1925. 


ployment, which arises out of our pecu- 
liar method of roundabout production, 
could be borne by society as a whole 
and not by the worker alone. Unemploy- 
ment is a political and industrial, as 
well as a labor problem. 


In Time of Plenty 


RECENT compilation of the re 

cords of 1509 American corporations 
made by the National City Bank of New 
York shows that net earnings increased 
from 1927 to 1929 by 39 per cent. Dur- 
ing such prosperous times would it not 
be possible for the employer of labor to 
contribute toward unemployment and old 
age relief just as he insures his build 
ings against fire and sets aside a reserve 
for depreciation and obsolescence? Could 
not the workers, whose real wage rose 
by six per cent during this time, help 
to provide for those who become unem- 
ployed through no fault of their own? 
Could not the general public, which uses 
the products of all industries, do its bit 
through taxation? 

By means of open market operations 
and adjustments in the rediscount rates 
of the Federal reserve banks we are at- 
tempting to stimulate the use of bank 
credit during slack times and to restrict 
it in periods of great prosperity. Can- 
not the same principle be made more 
effective in regard to industry and em- 
ployment by means of a well planned 
system of public works, old age pensions. 
and unemployment insurance? 

Labor, like bank credit, should be made 
more mobile among various industries 
and sections of the country. A national 
system of employment exchanges or 
labor clearing houses would aid such 
fluidity and would also enable the col- 
lection of adequate statistics on employ- 
ment. While the United States has 
taken the lead in the collection of statis- 
tics of population, we are far in arrears 
in the gathering of accurate data as to 
employment. The establishment of such 
exchanges will aid in taking the “guess” 
out of statistics and will furnish much 
of the information needed in the formu- 
lation of a sound public policy. 


Loyalty Above All 


66 HAVE given considerable thought 

to the problem of rating qualifica- 
tions of employees,” says A. E. Brad- 
shaw, vice-president First National Bank 
& Trust Co., Tulsa, Okla. “In this, I 
have weighed capacity, aptitude, willing- 
ness to do a little more than routine de- 


mands, and loyalty; and I have come 
to the conclusion that loyalty to the in- 
stitution, and to its management, out- 
weighs all other capabilities. The man 
of the highest efficiency in the institution 
is a detriment to the bank, unless he is 
loyal—loyal to the institution; loyal to 


the officers, and loyal to himself.” 
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To Get Deposits 
(Continued from page 929) 


that those who are shaping the destinies 
of savings banks, and their policies, will 
pursue it further. 


Spending Habit Supreme 


HE changing habits and customs of 

our people should be taken into con- 
sideration in any analysis of the savings 
situation. Is the savings habit regarded 
so much a virtue as it was a few years 
back? I fear not. 

In this newer generation which is now 
making its influence felt in the world, 
we have a different type of individual 
with which to contend. The spending 
habit seems to be supreme. 

The stenographer who starts for the 
bank with her pay envelope to make a 
deposit is all too likely to pause before 
a shop window displaying the latest 
dresses, and be tempted to buy to the 
utter exclusion of her savings account. 
In the race to keep up with rapidly 
changing: styles in clothing, house fur- 
nishings and other things, pocketbooks 
are kept in a state of general depletion 
and there is little or nothing left for 
the proverbial rainy day. Seldom does 
any article these days live its full round 
of usefulness, for long before it is worn 
out, it is thrown into the discard for a 
type of greater utility or beauty. 

Such customs, if practiced in a com- 
mon sense way, are a distinct contribu- 
tion to our general prosperity, for they 
greatly stimulate production and often 
bring new life to declining industries, 
which in turn supply the money for 
people to spend in buying. But the great 
problem is to keep these things coordi- 
nated. 

One of the best methods yet devised of 
meeting such a situation for banking is 
education through advertising. We must 
not neglect to make sane use of the 
printed word, whether it be accomplished 
through the medium of the newspaper, 
magazine, street car, billboard or direct 
mail. Our institutions must keep their 
names before the public and impress 
upon those who read our messages the 
value of thrift planning for the financial 


future. Last year about $2,000,000,000 


was spent in advertising of all sorts, 
but it was not an economic waste be- 


cause it was the chief factor in moving 
$40,000,000,000 of goods to the consumer. 


If Banks Get Their Share 


ODAY’S battle ground for the citi- 

zen’s dollar has been transferred to 
the market place, and we must go into 
the market place along with the other 
advertisers, if we are to get our share 
of that dollar. Nor is this any year for 
advertisers to curtail their activities. 
There is plenty of business for the bank- 


er who goes after it instead of waiting. 
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In the new Chrysler 
Building Branch of 


The Equitable 


RL LD 


safe 
leaf 


yer. 


Trust Company 


The Eqnitable Trust Company's new up- 
town branch will protect its vaults and 


deposit boxes with Sargent & Green- 
Time, Combination and Secret Key 


Changing Safe Deposit Locks. Architects: 
Equitable Trust Company, York & Saw- 


Chrysler Building, William Van Alen. 


Sargent 


« Greenleaf 


Rochester 
Boston 


UP ELE! 


The problem of teaching men, women 


and children the habits of thrift, and 


leading them on to financial independ- 
ence is one that challenges us all. In 
our present encouragement of savings 
there seems to be a vital factor that is 
lacking—that is the definite commitment 
of the saver to reach a goal. If we could 
bind him in some fashion to meet a set 
obligation weekly or monthly, just as 
he does in his installment buying, or in 
paying to a building and loan associa- 
tion, we would largely solve our present 
difficulties. Perhaps the saver needs a 
greater visualization of his accomplish- 
ments. Teach him that a few figures 


in his pass-book tell a story of progress 


Incorporated 


New York 
Chicago 


FILL IN AND MAIL COUPON 
Sargent & Greenleaf, Inc. 
Rochester, N. Y 
(check square for information desired) 


oO Please send complete information on S&G Se- 
grat Key Changing Sealed Key Safe Deposit 
oc 


Please estimate installation from attached 
plans. 


as forcefully as cancelled notes on a 
mortgage on his home, or a beautifully 


printed stock certificate. 

In reaching a given goal, as we all 
know, it is regularity that counts most. 
In the fable, the tortoise excelled the 
hare in the race because he stuck to his 
task in consistent fashion. He set a 
safe and sane pace and kept it until he 
reached his goal. We must encourage 
our savers to adopt the tactics of the 
tortoise; too many of them go by spurts 
like the hare and then fall asleep. 

In every bank there are dormant ac- 
counts which if handled correctly might 
be developed into profitable size. Per- 
haps we too often make the error of 
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Serviee Faeilities 
im Addition 


The primary function of American Credit Insur- 
ance is to protect the resources of a Manufacturer 
or Jobber against abnormal, unforeseen bad debt 
losses. And it does this absolutely, scientifically 
and economically. But 


American Credit Insurance 


does not stop there. 


Our policy-holders experi- 


ence additional benefits, through numerous “service 


facilities.” 


Many of our policy-holders, through 


these collateral services, have derived benefits in 
excess of the cost of the premiums paid. 


One large manufacturer just wrote: 


“Although 


our principal reason for carrying American Credit 
Insurance is for protection against bad debt losses, 
we have found your Service features equally as im- 


portant.” 


(Name on request.) 


Bankers, let us explain these Service Features to 


you in detail. 


You’ll be amazed at all that comes 


to your customers through one of our policies. 


The AMERICAN 


CREDIT~- INDEMNITY Co. 


OF NEW YORK 


J. F.M*° FADDEN, presipent 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 

In Canada—Toronto, Montreal, Etc. 


seeking new customers on the highways 
and by-ways instead of trying to develop 
those we already have on our books. To 
neglect the little saver and show par- 
tiality to the large one is a fatal mis- 
take, too, for only time can show how 
many of the small ones are potential 
Rockefellers, Fords or Morgans. 


Research Needed 


E have a gigantic task ahead of 
us to compete successfully with 
all the other allurements that reach out 
for the consumer’s dollar. To accom- 
plish our aims requires constructive 
thinking and research. The important 


job for each executive is to find out the 
needs not only of today, but of the fu- 
ture, and be prepared to supply them. 
Though the battle looks difficult, we 
must be optimists every hour of the 
day, and keep up our morale. 

Dr. Hall of Clark University gave to 
me a splendid definition of morale. 

“When we awake after a sound and 
refreshing sleep, with every organ in 
tune and at concert pitch, and thank 
whatever gods we believe in that we 
are alive, well, young, strong, buoyant 
and exuberant with animal spirits at 
the topnotch; when we are full of joy 
that the world is so beautiful, that we 
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love our dear ones and can throw our- 
selves into our work with zest and 
abandon because we like it; when our 
problems seem not insoluble and the 
obstacles in our path not insuperable; 
when we feel our enemies are either 
beaten or placated; in a word, when we 
face reality gladly and with a stout 
heart even if it is grim and painful, 
and never doubt that it is good at the 
core and all evil is subordinate to good, 
that even if we are defeated and over- 
whelmed in a good cause all is not lost; 
when we feel that we live for something 
that we could die for if need be—this 
is morale.” 

In the solution of the various problems 
that confront us, we must be possessed 
of unflinching courage and a morale 
that brooks no defeat. 


Costs of Operation 
(Continued from page 930) 


tion will give life to unsound and mis- 
leading conclusions. For example, many 
banks will charge trust salaries against 
trust department income and consider 
the difference between these two factors 
as a satisfactory answer to the results 
of this department. 

Another tendency often met is to clas- 
sify 60 per cent or 70 per cent of the 
total operating expense as overhead, in- 
stitutional expense or some other all 
inclusive term and then apply all or 
often only a small part of it to depart- 
mental operations. Frequently, I feel 
that the departmental results desired are 
first set up and then the analysis so han- 
dled as to bring about this predetermined 
answer. This is somewhat like the man- 
ufacturer who sets out the profit he 
wants to show at the end of a period and 
then values his closing inventory to 
produce the desired result. 

Bank management to be most effec- 
tive and profitable must base its pol- 
icies, conclusions and plans on facts, 
and analysis will provide these facts. It 
is axiomatic that highly profitable bank 
management is in complete and detailed 
knowledge of all factors affecting its 
business, with clear policies of enforce- 
ment backed by courage based on con- 
fidence that it knows what it is doing. 
Unprofitable bank managements lacks 
knowledge, lacks a basis for determining 
definite policies and therefore lacks the 
courage and confidence to carry through, 
usually following policies dictated by 
competitors who in many instances may 
be even weaker and less efficiently 
managed. 

Analysis as confined to profits and 
costs may be said to produce the fol- 
lowing: 

As to earnings: 


1. Their source—by class, departments and 
factors. 

2. Their possibilities, weaknesses and 
strength. 


= 
|= 
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Their relation to ideal, normal or aver- 
age. 
As to expenses: 


. Their class. 
2 Their allocation to departments 


functions. 

». Their refinement into costs of units or 
specific operations. 

_ The relation of each, of the first three to 
ideal, normal and average. 


to operation and routine: 


1. The results of applied policies and a 
forecast of intended policies. 

. The efficiency of departmental and in- 
ter-departmental routine and personnel. 

8. The effectiveness of any given system 
or plan. 

. The Production per department and per 
person. 


5. The relation of each of the first four to 
ideal, normal and average. 
Comparisons of the results of analysis 
are often difficult because of the wide 
divergence of income and expense clas- 


sification among banks. 


Six Kinds of Expenses 


T is suggested that in every instance 
] expenses can be classified into the six 
groups listed below and their relation 
to total expenses for the bank as a whole, 
should be somewhat as follows: 


and 


Salaries 

Occupancy 
Advertising 

Operating costs 

Income and franchise taxes.... 
Extraneous expenses 


Total expenses 


This same classification of expense 
may be used in each department, after 
eliminating income and franchise taxes, 
but of course each class will not bear 
the same relation to the total. Salaries, 
occupancy costs and operating cost will 
be high in commercial departments and 
low in savings, while advertising will 
be high in the latter. 

The variation between income, re- 
serves, expenses, interest payments and 
profits, in banks as a whole and by de- 
partments is so wide that it causes one 
to wonder how they all can be presum- 
ably doing the same things and striving 
for the same results. The table shows 
typical variations taken from our files. 


S guides for profitable bank manage- 
ment substantiated by analysis, I 
suggest the following: 


1. Size is not a prerequisite of profitable 
banking. 

2. Quality business will produce far more 
profit than can be secured by unsound 
and unprofitable increase in size and 
volume. 

3. Cooperation between banks will materially 
increase the earnings in each bank with- 
out any change in size. 

. Foolish and unsound competition, par- 
ticularly in smaller cities and towns, 
does not create wealth, and usually re- 
sults in swapping profitable for unprofit- 
able business. 

Many banks will have to do business on 
a smaller amount of funds, but earn a 
greater profit. 

5. The efficient investment and handling of 
reserves will produce greater invest- 
ment income without any material in- 
crease in investment cost. 

. Unit costs are high and total expense 
low in highly profitable banks; unit 
costs low and total expense high in 
small profit banks. 

3. Good salaries to efficient and capable 
help will produce greater departmental 
profits, than small salaries to a greater 
number of inefficient and incapable help. 

9 Advertising should not be based on relation 
to resources or expenses, but rather on 
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Before your pencil gets going.... 


MARCHANT gives you the result 


No modern concern can afford to be held back by 


antiquated figuring methods. 


Marchant’s fast figuring—absolutely accurate, no 
checking back— speeds up figure production, which 
in turn speeds up production in every department. 
With almost unbelievable savings in many heretofore 
long laborious calculations—with an average saving 
of 25% to 40% — Marchant gives you the fastest 


figuring in the world, 


Because, to five exclusive improvements that make for 


unique speed 


and accuracy is now added automatic 


electric carriage shift. A touch of the finger shifts the 
carriage in either direction, one step or many. Mar- 
chant is the only calculator on which shift and clear- 
ance can be made without “reaching for it’’. 


Now the operator needs to use only one hand, 
leaving the other free to record results. The Mar- 
chant does all the work electrically 
—the only calculator that is 100% 
electric in all calculations. 


Start now to speed up your figure pro- 

duction. Investigate the Marchant. 

‘ Compare its work with any other cal- 

> culator. Phone the local Marchant rep- 
resentative, or mail coupon. 


MARCHAN 


ADDS SUBTRACTS MULTIPLIES DIVIDES 


exclusive 
improvements — 
fastest figuring 
in the world 


Mail the coupon NOW| 


the possible business that can be secured 
and what it is worth after secured. 

10. With the exception of advertising, too 
much time may be spent curtailing 
minor expenses, which if used to adjust 
unprofitable business, operating routine 
or policies would produce more sub- 
stantial results. 

11. Profits should be considered on basis of 
particular type of business constituting 
deposits and commercial savings. 


Profit on checking a/cs per $1,000 per year 


Profit on savings a/ces per $1,000 per year paying 4 per cent. 
Interest paid per $1,000 of checking accounts per year 


Shifts 
carriage 
electrically 
at touch of 


ELECTRIC 
Calculator 


Marchant Calculating Machine Co. 

Dept. 121 Oakland, California 

Please send me ful Jinformation about 

)Marchant All-Electric )$125 Marchant Portable 


Name 

Firm 
Address__ 
City and State. 


12. Placing funds in larger loans will in- 
crease the cost per note, but decrease 
the cost of loaning per $1,000. 


Profitable bank management proceeds 
with a knowledge of facts and factors, 
and analysis develops the necessary facts 
and factors. 


Low 


$8.90 (loss) 
2.60 (loss) 
0.50 


Expense per $1,000 per annum of operating checking account 


department 


11.40 


Reserves carried against demand deposits (7 per cent Federal 


Reserve Base) 
Cost of handling an item 
Cost of handling a note 


16.48 per cent 8 28 per cent 
$0.0179 


0.82 


Items handled per proof clerk per day 


995 
ow 
/ 
Cent / 
al L 
! 
| 
High 
12.22 


AMERICAN 


Over 350,000 investors 


share in the 


A Cities Service Subsidiary — 
Public Service Company 
of Colorado 


The Valmont electric generating plant 
of Public Service Company of Colorado. 


UBLIC SERVICE COMPANY of | 

Colorado is the largest gas and electric | 

company in the state. It operates modern | 

| steam and hydro-electric generating sta- | 
| tions with installed capacity of 124,000 

kilowatts; also numerous sub-stations, and |} 


earnings of this 
Billion Dollar Organization 


IL, gas, electric and other properties 

combined in the CITIES SERVICE or- 

ganization now represent more than a 
thousand million dollars of assets. 


Earnings of these properties are shared 
by more than 350,000 holders of the Com- 
mon stock of CITIES SERVICE COMPANY, 
which controls, through stock ownership, 
this great group of more than 100 subsidi- 
ary corporations. 


Engaged in the production and sale of 
necessities of modern life, CITIES SERVICE 
subsidiaries enjoy constantly growing mar- 
kets for their products and services. In 
the past twelve months, CITIES SERVICE 
COMPANY made a new high record of net 
earnings—over $43,000,000. 


CITIES SERVICE Common stock, at the 
current market price, yields over 6% % 
annually in stock and cash. 


When you invest in CITIES SERVICE 
Common stock you become a partner in 
one of the largest industrial organizations 
in the country, with a record of nineteen 
years of growth—and an assured future of 
still greater growth. 


Mail the coupon below and we will send 
you, without obligation on your, part, 
an interesting booklet describing CITIES 
SERVICE and its investment securities. 


HENRY L. DOHERTY & COMPANY 


60 Wall Street 


New York City 


Branches in principal cities 


Cities Service Radio Program—every 

Friday, 8 P. M. Eastern Standard Time — 

N. B. C.—Coast to Coast and Canadian 
Network—33 Stations 


The Economic Aspects of the Philippine Question 


(Continued 


output is exported the precarious posi- 
tion they now occupy is apparent. 


Islands’ Finances Good 


FURTHER economic result of the 

severance of Philippine-American 
political connections to be considered is 
the effect of independence upon the terri- 
tory’s finances. After considerable trouble 
due to disagreements between Filipino 
politicians and the United States Govern- 
ment and poor financing for a decade 
or so the finances of the territory at 
present are in good shape. In 1928 the 
revenues of the Government amounted 


HENRY L. DOHERTY & COMPANY, 
60 Wall Street, New York City 

Send copy of booklet describing the Cities Service organ- 

ization and the investment possibilities of its securities. 
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to $47,925,275 which together with a 
balance carried over from _ previous 
years gave total credits of $79,829,416. 
The expenditures amounted to $45,155,- 
660, the carry over being increased to 
$34,673,756. The budget for 1929 called 
for a revenue of $39,336,420 and ex- 
penditures of $37,760,426, the latest re- 
ports indicating that the revenue ex- 
ceeded expectations. 

It is impossible to foretell the full 
effect of independence and tariff barriers 
upon the economic life of the territory 
but several facts may be noted. The de- 
crease in trade, in spite of the fact that 
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duties will be collected upon the reduced 
imports from the United States wil] 
seriously reduce the revenue not only as 
to imports but more particularly as to. 
the excise and internal taxes. The re- 
duced buying power of the people will 
further cut imports and consumption 
generally with consequent prostration of 
trade. The reduction in trade, particu- 
larly with the United States, will seri- 
ously endanger the parity of the cur- 
rency with gold by reducing or wiping 
out the favorable trade balance. On the 
other hand the islands will be at in- 
creased expense for the maintenance of 
order and protection from aggression, 
for the maintenance of services now 
provided by the United States, for for- 
eign representation and for all other 
concomitants of independent sovereignty. 

For thirty years the United States, 
as a nation, has given freely of time, 
money and effort for the economic as 
well as the general upbuilding of the 
Philippines. No one acknowledges this 
any more freely than the Philippine 
leaders. Under ordinary circumstances, 
with such supervision, such assistance, 
and with the faith and credit of the 
United States to support it the territory 
ought to have made great economic 
progress. 


Uncertainty Retards Growth 


S a matter of fact it has failed to 

do so and although development 
has recently been accelerated even at 
present it is slow. In the first place 
great areas of the country are under- 
populated. It has an area of 114,400 
square miles, has a population of about 
12,600,000 at the present time. There 
are sufficient people to develop the 
country if they were properly distributed 
which they are not. The country de- 
pends for perhaps seven-eighths of its 
production on agriculture and there is 
only one-fifth of its population engaged 
in agricultural pursuits and only 9,174,- 
139 acres of the 73,215,766 acres of its 
area are under cultivation. Its per 
capita wealth is estimated at $239. 
This is about two-fifths of that of Japan 
or 8 per cent of that of the United 
States. 

As a result of this maldistribution of 
population and crowding in some dis- 
tricts a large number of Filipinos are 
going abroad, mostly to Hawaii and now 
to the mainland of the United States, 
and hence the so-called labor riots on 
the Pacific Coast. For the development 
of the country capital is needed but no 
capital will go into the country so long 
as the future of the islands is left in 
question or so long as such matters as 
its tariff relations are subject to doubt. 
The historic policy of the Philippine peo- 
ple toward their public lands, all lands in 
fact, also prevents development; for all 
authorities agree that it is an ingrained 
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| 2,200 miles of transmission and distribu- | 
| tion lines. Gas is distributed through 680 | 
miles of mains. | 
| The Company serves electricity, natural | 
gasand steam heatto Denver; andsupplies 
™ | either directly or through subsidiaries, | 
| electric light and power to Boulder,Grand | 
| Junction, Leadville, Cheyenne and other | 
| 
: | Nebraska. In addition, gas service is fur- |] 
x | nished in Cheyenne, Grand Junction and jf 
Boulder. | 
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and settled feeling of practically all 
Filipinos, mentioned particularly in 
former Governor General Stimson’s re- 
port of his Philippine stewardship before 
he became Secretary of State, that it 
js better that the country should be 
developed slowly by small individual 
jand holders thah more rapidly by large 
corporations or pther large land holders 
working the lahd through tenants or 
employes. 

It is difficult to interest outside capital 
jn an enterprise which involves produc- 
tion on the basis of the coordinated work 
of a large number of small land owners. 
The corporation laws of the islands, re- 
strictions as to modern financial methods 
and the ever present fear on the part 
of the Filipinos of being exploited by 
foreigners, American or others, all mili- 
tate against the investment of outside 
capital. Above all is the fear of Philip- 
pine independence. Capital is seldom 
willing to venture into the unknown or 
anpredictable. Nevertheless, with settled 
political conditions, a careful study of 
Philippine feeling and national suscep- 
tibilities, and experienced guidance capi- 
tal can be invested safely, profitably, and 
with vast benefit to the Philippine 
people. 


Migration of Depositors 
(Continued from page 936) 


trusts to quarterly payments or hit-and- 
miss payments, for he has found by ex- 
perience that if he fails to get his regu- 
lar “split” on each pay check, ordinarily 
he does not receive what is due him. 
Now that there is an ever increasing 
number of employers who are paying 
their employees every two weeks, semi- 
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A °°STAINLESS’? VAULT 


the Fidelity Philadelphia 
Trust Company 


ETAL surfaces in this 
vault radiate beauty ... 
Stainless Steel, the incorrupt- 
ible... Many times tougher 
than ordinary steel and posi- 
tively immune to rust, tarnish 
and corrosion. 
Stainless Steel has enduring 
beauty, its brilliant lustre 


lasts forever, no polishing is 


ever required ... Defying 
weather, wear and tempera- 
ture, it offers new possibilities 
in every line of business... 
possibilities that have become 
actualities in Vault linings, 
Safe deposit box doors, Golf 
Automobile 
parts, and numberless other 


clubs, Cutlery, 


products. 


monthly installment contracts are on the | 
increase. It may take a year or two but 
I predict that within that time semi- 
monthly installment payments will domi- 
nate the installment field. 


Genuine Stainless Steel is manufactured only under the patents of 


AMERICAN STAINLESS STEEL COMPANY 


Commonwealth 


STAI 


Modernize or Fail 


ITH no comparable plan with 
which to meet this competition, 
our savings banks are almost helpless 
when it comes to a split-up of the pay 
check, nor is there any assurance that 
they will ever receive their share, unless 
they modernize their own plans so as to 
place at the disposal of their savings 
depositors a systematic savings program. 
The popular savings bank slogans of 
twenty years ago are misfits today. 
Savings clubs are successful for one 
reason only, namely, they obligate the 
subscriber thereto to make regular in- 
stallment deposits on specified dates. 
Alienate them from the taking of an 
obligation on the saver’s part and they 
would be ineffectual. 
As an experiment in installment sav- 
ing, let me suggest that our banks en- 


Building 


large on the club plan of saving money. 
As a beginning they might have as the 
objective to be attained, the savings of 
$120 at the rate of either $1.25 weekly 
or $2.50 semi-monthly or $5 monthly, 
depending on whether the saver receives 
his salary weekly, semi-monthly or 
monthly. 

For those with larger incomes, the ob- 
jective could be $250, to be saved by 
depositing either $3.12 weekly, $6.25 
semi-monthly or $12.50 monthly. An- 
other group might have as their objective 
the saving of $500, another $1,000, and 
still another $5,000, all groups to reach 


LESS) Pittsburgh, 


Penna. 


STAINLESS STEEL 


their respective goals in approximately 
two years from the time the first deposit 
is made. These accounts could be known 
as installment savings bank accounts. 


Help Savers Invest 


S an inducement to save the re- 

quired amount within the period 
specified, a bank might offer to assist 
the successful saver to invest the amount 
so saved either in first mortgage security 
or good bonds, earning a higher rate of 
interest than the savings rate. This ser- 
vice can be handled to advantage and 
profit through the bank’s investment de- 
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Effective Cooperation with 
Progressive Business 


S a commercial bank and trust institution of 
international scope, with a record of ninety 
years’ efhcient service, this Company offers com- 
plete facilities and the type of personal codpera- 


tion which makes these facilities of the greatest 
usefulness to correspondents. 


Guaranty ‘Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS 


LIVERPOOL 


HAVRE ANTWERP 


CapiTaL, SurpLus AND UNDIvIDED PRroriTs 


More Tuan $290,000,000 


partment which will charge its regular 
commission. The bank’s offer of assist- 
ance, will, of course, carry no guarantee 
as to the immediate investment of these 
funds, or a guarantee of the investments 
themselves. As soon as a saver has 
attained his goal, he will be urged to 
continue to save through a ‘new install- 
ment savings bank, account. 

An entirely different plan for en- 
couraging the permanency of savings de- 
posits without the investment privilege 
might be worked out as follows: let each 
bank have a graduated scale of interest, 


basing its rate on the time that funds 
remain on deposit undisturbed. To il- 
lustrate, let it agree to pay its regular 
rate on all funds that have been on de- 
posit for three years, and thereafter an 
additional one-eighth of 1 per cent up 
to five years, and thereafter, an addi- 
tional one-eighth of 1 per cent so that 
all funds on deposit undisturbed for 
more than five years will earn one- 
fourth of 1 per cent more than deposits 
remaining for shorter periods. Having 
attained this higher interest class, de- 
positors would be inclined to keep their 
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money on deposit rather than draw it. 
All such accounts might be known as 
the bank’s honor roll accounts. 

Any improvement on what banks 
offer today, which favors. the 
positor the slightest, is certain to add 
new life to present worn-out savings 
plans, without materially increasing the 
aggregate amount of interest a bank 
would otherwise pay. Like all long term 
contracts the mortality rate would run 
high. Nevertheless it would carry a 
strong appeal to the average saver. 

Just as the high mortality rate in life 
insurance policies has not impeded the 
progress of the insurance business ma- 
terially, the high mortality rate caused 
by depositors withdrawing their savings 
before either the three or the five-year 
term is reached would not lessen the 
popularity of the plan. Although 44 
per cent is only a trifle more than 4 
per cent, to the casual observer it looks 
much higher than one-fourth of 1 per 
cent. Best of all, this increase would 
go only to the inactive type of business, 
which is the least expensive and at the 
same time the most profitable business 
a bank can have. 

One of the largest and the fastest 
growing building and loan associations in 
the United States uses with great suc- 
cess a graduated scale of interest pay- 
ments. This association pays 4% per 
cent interest on funds remaining on de- 
posit more than six months, but less than 
one year. If on deposit more than one 
year and less than one and one-half years 
5 per cent; if on deposit more than one 
and one-half years and less than two 
years 5% per cent, and if on deposit for 
two full years 6 per cent, which is the 
highest rate this association pays. 

If one of the largest and the fastest 
growing building and loan associations 
in the United States has been able to 
build up its great business by the use 
of such a plan, some kind of a graduated 
interest schedule ought to commend it- 
self to our savings banks. 

Both the installment plan of financing 
and the graduated interest rate on sav- 
ings have come to stay; both are more 
popular with people today than when 
they were introduced years ago. Strange 
as it may seem our savings banks have 
been so far behind the times that they 
have not yet adopted either plan. 


de- 


The World’s Largest]Bank 


BANK with resources of $2,800,- 
000,000 marks the opening of a new 
era in the financial world. 

On March 18 there was announced the 
consolidation of the Chase National 
Bank, the Equitable Trust Company and 
the Interstate Trust Company of New 
York under the name of the Chase Na- 
tional Bank, making this institution the 
largest in the world, in capitalization 
and resources. 
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What’s Wrong with 


Latin America 
(Continued from page 937) 


supply to the consumer could be regu- 
lated, one could eat one’s cake and 
have it. 


The Flouting of Economic Law 


HILE economic laws were being 

flouted in the artificial main- 
tenance of commodity prices through 
easy credit conditions, these same credit 
conditions were bringing on an unprece- 
dented era of stock speculation. The 
credit reservoir soon began to show signs 
of depletion. Stock speculators could 
make money more quickly and were will- 
ing to bid higher for it. The bond mar- 
kets of the world became lifeless. It was 
no longer possible to borrow money on a 
plantation or a mine even if the object 
was to withhold from the markets of the 
world some of the surplus production. 
For a while those who had advanced 
money for these purposes continued to 
support their investments, but the proj- 
ects received no general public support. 
People all over the world were too eager 
to “invest” in stocks paying two or three 
per cent “for the long pull.” The same 
thing was true of the states, municipali- 
ties and even governments which had be- 
gun ambitious projects of a public char- 
acter. Operations on these public works 
throughout Latin America had to be dis- 
continued last year on account of high 
money rates. Workmen were discharged 
and the public income was diminished. 
Then came the break in coffee prices last 
November, resulting in a decline of ap- 
proximately 40 per cent to date. In al- 
most every country where coffee forms 
an important item of export, governmen- 
tal policies of retrenchment have re- 
sulted. 


The Fall in Prices 


N Bolivia the fall in tin prices—tin 

representing along with copper, silver 
and lead, 90 per cent of the country’s ex- 
ports—has resulted in curtailed produc- 
tion, 

Peru, which exports copper, silver, 
wool, sugar and cotton, has been hard 
hit. While copper prices have been 
maintained, production has been cur- 
tailed. In the other commodities lower 
prices have seriously crippled purchasing 
power of foreign goods and heroic ef- 
forts have been made by official decree 
to prevent a “flight” from the seriously 
undermined Peruvian pound. 

Chile, though more prosperous than 
any Latin American country, has had to 
curtail production in both copper and the 
formerly closely monopolized nitrate in- 
dustry. Synthetic nitrogen and ammo- 
nium sulphate competition have forced 


Sensitiveness 


Expressing the Spirit of Business 


Sensitiveness in Business is the most delicate 
of magnetic needles. It gets the coming of op- 
portunity, or the slightest change in conditions, 


personal or material; and inspires management 
to respond with action—before the cause. 


Some call this Sensitiveness brains, vision — 
even luck. It is none of these. Not mind, not 
matter, but rather the Spirit of Business—the 
element required for supreme accomplishment. 


Check up the outstanding successes, and you 
will find this human magnetic needle, Sen- 


and satisfying. 


Modern Accountancy recognizes and applies 
Sensitiveness as one of the most vital of human 
attributes in business. It does not manufacture 
it. But it does inspire it. 


sitiveness, at the controls. It gives Business its 
Spirit, its keenness; makes work fascinating 


ERNST & ERNST 


ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 


AKRON 
ATLANTA 
BALTIMORE 
BIRMINGHAM 
BOSTON 
BUFFALO 
CANTON 
CHICAGO 
CINCINNATI 
CLEVELAND 
COLUMBUS 


DALLAS 
DAVENPORT 
DAYTON 
DENVER 
DETROIT 
ERIE 
FORT WAYNE 
FORT WORTH 
GRAND RAPIDS 
HOUSTON 
HUNTINGTON 
W.VA. 


LOUISVILLE 
MEMPHIS 
MIAMI 
MILWAUKEE 


price recessions in this preserve of 
Chilean prosperity. 

In Argentina, nature, rather than man, 
has wrought economie havoc. Both 
wheat and linseed crops have been af- 
fected by drought, and while this has 
raised the price of wheat higher than it 
might have been but for short crops in 
other countries as well, the effect on the 
purchasing power of the country re- 
mains the same, with diminished credit 
abroad. The recent closing of the con- 
version office has practically prevented 
the free export of gold, so that the pos- 
sibility of creating Argentine credit 
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abroad for purchase of foreign commodi- 
ties is rendered doubly difficult. 


Dependent Upon Commodity 
Prices 

ITH the bond market in the United 

States and Europe again active, 
the basic revenues of most Latin Amer- 
ican governments have been so curtailed, 
that tables of future revenues have no 
attractions for the investor. Add to this 
the depressed prices of most Latin-Amer- 
ican bonds and the difficulties of present- 
ing an attractive issue to the investing 
public become readily imaginable. More- 
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HEAD OFFICE: SPRING STREET AT FIFTH 


| In Los Angeles... 


it’s the Citizens 


OUR business with Los Angeles—both 
for Southern California in general, and 


CITIZENS 


Capital, surplus and undivid- 
ed profits exceeds $15,700,000. 
Resources exceed $136,000,000. 
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over, unless commodity prices show some 
improvement these conditions are likely 
to remain unchanged. 

Whatever hope there is in the situa- 
tion, therefore, lies in applying again 
the old laws of supply and demand, which 
in most commodities seem again to have 
begun to operate. How long it will take 
for low prices and curtailed production 
to work off heavy surpluses it is difficult 
to foretell. As soon as their shadows 
have been lifted from the markets, price 
adjustments at least sufficient to cover 
cost of production should result and with 
these price adjustments should come 
the ability to learn by experience and 


for the rapidly growing foreign trade through 
the local port—makes your Los Angeles con- 
nection increasingly important. The Citizens, 
in its fortieth year, and long known as a bank 
for bankers, maintains a Foreign Department 


widely experienced, thoroughly trained, with 


invite correspondence regarding the extensive 


NATIONAL BANK 


LOS ANGELES 


3 direct connections throughout the world. We 


service we can render you. 


22222 


an abatement of all attempts to set 
aside economic laws. Latin America cer- 
tainly has wonderful, undeveloped re- 
sources which sooner or later the world 
must use to the fullest extent, but until 
that day comes overdevelopment must 
result in just such periods of depression 
as are being experienced now. 


Convention Calendar 
DATE STATE 
1930 ASSOCIATION 

April 22-23 Louisiana 
May Rhode Island 
East Providence 


PLACE 
Shreveport 
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North Carolina 
Mississippi 
Texas 
Tennessee 
New Jersey 
New Mexico 
Oklahoma 
Arkansas 
Maryland 
Atlantic City, N. J. 
Pennsylvania 
Atlantic City, N. J. 
Wichita 
Birmingham 
St. Louis 
Fort Wayne 
Dayton 
California Del Monte 
Wisconsin Milwaukee 
District of Columbia 
Asheville, N. C. 
Savannah 
Medford 
Quebec 
Grand Rapids 
Aberdeen 
Moscow 
Davenport 
St. Paul 


May 
May 
May 
May 
May 
May 
May 
May 
May 


Pinehurst 


Fort Worth 
Knoxville 
Atlantic City 
Raton 


Little Rock 


May 


May 
May 
May 
June 
June 
June 
June 
June 


Kansas 
Alabama 
Missouri 
Indiana 
Ohio 


June 
June 
June 
June 
June 
June 
June 
June 
June 


Georgia 
Oregon 
New York 
Michigan 
South Dakota 
Idaho 
Iowa 
Minnesota 
South Carolina 
Myrtle Beach 
Charleston 
Bellingham 
Salt Lake City 
South Poland 
Illinois Peoria 
Virginia Hot Springs 
Colorado Glenwood Springs 
Connecticut New London 
North Dakota Bismarck 
Montana Great Falls 
Wyoming Casper 
Kentucky Louisville 


June 
June 
June 
June 
June 
June 
June 
June 
July 

July 

Aug. 
Sept. 


AMERICAN BANKERS ASSOCIATION 
MEETINGS 
5-8 Executive Council 
Old Point Comfort, Va. 
June 16-20 American Institute of 
Banking Denver, Colo. 
Sept. 29-Oct. 2 Convention 
Cleveland, Ohio 
REGIONAL CONFERENCES 
April 25-26 Third Southern Trust 
Montgomery, Ala. 
May 27-28 Western Savings 
Salt Lake City, Utah 
OTHER ASSOCIATIONS 
April 28-30 Association of Reserve 
City Bankers 
Memphis, Tenn. 
National Foreign Trade 
Council 


West Virginia 
Washington 
Utah 

Maine 


May 


May 21-23 


Los Angeles, Cal. 
May 22-24 National Safe Deposit 
Convention 
Boston, Mass. 
Sept. 17-20 Financial Advertisers 
Ass’n Convention 
Louisville, Ky. 


8-10 
13-14 | 
13-15 
15-16 
4-6 
4-7 
5-6 
5-8 
: 7 
9-10 
9-11 
10-12 
11-13 
12-13 
16-18 
16-18 
17-19 
19-20 
19-21 
20-21 
21 
23-25 
26-28 
27-28 
27-28 
8-9 
17-19 
29-30 
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The Congressional 
Inquiry 
(Continued from page 948) 


of earnings of the Federal Reserve Sys- 
tem among its member banks. A number 
of plans have been devised by which this 
could be accomplished and several bills 
have been introduced in both houses of 
Congress. 

Committee hearings will probably be 
continued throughout the remaining days 
of the present session of Congress. Fol- 
lowing the examination of Government 
officials, heads of the twelve Federal re- 
serve banks, and officials of the major 
chain and group banking systems of the 
country will be invited to express their 
views on the subject of branch banking, 
and give details of the operations of their 
organizations. Both proponents and op- 
ponents of branch banking will be given 
opportunity to testify. 


Depreciation 
(Continued from page 964) 


other words, depreciation is an actual 
operating item. 

I cannot refrain from recording a word 
of caution on the matter of future build- 
ing programs. The space actually used 
by a bank is comparatively small as to 
the size of the building in which the 
bank is housed. A holding company 
which is qualified to hold and manage 
the building for its full lifetime often 
becomes necessary if the building where 
the bank is located is to be the tallest 
one in town. 

One of our banks with over $1,000,000 
deposits located in a good two-bank town 
recently. gave serious consideration to 
the building question. A modern, two- 
story, conservative plant was estimated 
to cost $85,000. If one considers the 
loss of income on this amount, adds taxes 
and depreciation, then deducts the rental 
of $3,600 per annum or $300 per month, 
it would leave an operating cost of about 
$6,000. Even after allowing for a rental 
return of $200 per month from the of- 
fices on the second floor, it would have 
cost the bank about $300 per month in 
addition to the rental or double the 
monthly cost of a twenty-year leasehold. 


Return on Book Value 


ITH the acquisition of fixed as- 
sets we seem to forget that the 
bank js entitled to a return on the book 
figure. If, in addition to a banking house 
and furniture and fixtures, a bank has 
other real estate, claims and judgments 
or other items on which no interest is 
received, there is a definite loss of in- 
come. Such frozen assets must be 
liquidated. 
Current or semi-annual appraisals of 
bond holdings, together with fluctuating 
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DoPts 


FEDERAL GAS 


Protection 


AGAINST DAYLIGHT HoLtp-Ups 


F a bandit should attempt to 
hold up the Syracuse Trust 


Company of Syracuse, N. Y., he 
would be made helpless by Federal 
Gas, the most modern weapon. 


Bandits depend upon taking a bank 
by surprise. Hold-ups are usually 
accomplished in less than a minute. 
Murder is a part of their stock in 
trade. To defeat the bandit it was 
necessary to develop an aggressive 
defense that would strike quicker 
than a gun could be fired. This and 
more has been accomplished by Fed- 
eral Gas, a counter surprise, which 
makes the bandit helpless and unable 


A few of the advantages of 
this most modern weapon 
are: 


1. 


Effect is instantaneous— 
the bandit cannot shoot. 
Absolutely harmless — the 
effect lasts from 15 min- 
utes to a half hour. 


. No liability is incurred by 


its use. 


. Accidental discharge is im- 


possible. 


to escape from the police. 


Write for our book 


“Protection 
Against Banditry and Crime.” 


. The installation enhances 
the appearance of the in- 
terior of a bank. 

. Reduces your insurance 
rate. 


FEDERAL LABORATORIES, Ine. 


185 41st St. 


Pittsburgh, Pa. 


prices, stress the necessity of the es- 
tablishment of bond reserves. Bond re- 
serves should be set up if a loss is fore- 
seen, but determined losses should never 
be camouflaged through reserves. Ac- 
cumulation bespeaks its own dangers. 
Comparative appraisals will give a 
reasonable basis for reserves. As long 
as interest is paid on bonds experiencing 
a declining market value as maturity ap- 
proaches, it should be applied to the 
establishment of necessary reserves. 

A copy of a circular letter written in 
1864 by the first Comptroller of the 
Currency, Hugh McCulloch, says in part: 


“It should be the chief aim, therefore, of 
the managers of the banks, to make their 


respective institutions strong, not only to 
keep their capital from being impaired, but 
gradually to create a surplus that will be a 
protection to their capital and to their credi- 
tors in the trying times that will sooner or 
later happen to all nking institutions. 
There are few items that will have a better 
look upon the balance sheet, and none that is 
better calculated to give aid and comfort to 
the managers of a bank, and to secure for it 
the confidence of the people, than a large 
surplus fund. Create, then, a good surplus, 
if even for a short time the stockholders have 
to be kept on short commons in the way of 
dividends to do it.” 


Certainly the admonition stated in the 
last sentence is applicable today although 
it was written sixty-six years ago. 

What fortification or bulwark has been 
built for the future; not only for the 
time of trouble or stress but to prepare 
or protect the stockholders’ interest of 
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The New York 
Trust Company 


Capital, Surplus and Undivided 
Profits . 


FOREIGN 
and DOMESTIC 
BANKING 


Fiduciary Service 


ICO BROADWAY 
40TH STREET AND MADISON AVENUE 
5'7TH STREET AND FIFTH AVENUE 


- $45,000,000 


a bank for the advent of community or 
county bank mergers, holding corpora- 
tions and perhaps branch banking? 


Dividends and Loan Rate 


BELIEVE in dividends. They are 

the means of loyally cementing 
stockholders to the bank. A stockholder 
is entitled to a reasonable return on his 
investment. Remember that, “a stock- 
holder who puts in his cash, takes the 
chance of double liability and above all 
puts up the priceless gift—his reputa- 
tion and good name.” ‘Dividends should 
only be paid in line with what money 
is worth. The highest loan rate which 


the bank receives on its investments is 
a safer gage than 8 per cent on the price 
paid for the stock. 

I commend for consideration the adop- 
tion of a carefully considered plan in 
relation to the distribution of bank 
profits. Certainly in such a program it 
would seem reasonable to make an equal 
division of net earnings between surplus 
and dividends. No dividend should be 
paid unless it is earned. To do other- 
wise or to declare one before (1) all bad 
paper has been charged off, (2) depre- 
ciations taken (3) proper reserves set 
up, and (4) installment reductions of 
other real estate and claims and judg- 
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ments are made is but paving the way 
for capital impairment, assessment or 
suicidal collapse. Excessive dividends 
usually mean that sooner or later the 
stockholder must pay back the dividend 
money in assessments. 

Perhaps we are not ready or willing 
to go the second mile and today apply 
the test of tomorrow—solvency and net 
earnings. Finally, are we not now ready 
to admit and frankly state that an un- 
profitable bank should not continue in 
business because it is a menace to so- 
ciety and the integrity of banking? It 
may mean a new departure as to the 
form of banking but regardless of what 
management may be able to do, the 
public supported by an exacting stock- 
holder will eventually apply the eco- 
nomic test of solvency and net earnings. 
Our greatest problem in banking today 
is still the human problem requiring pa- 
tience and time and so I emphasize once 
more better bank management and con- 
servation of earnings. 


Profit in Call Loans 


(Continued from page 967 ) 


1929 inclusive the average return for the 
entire period was 4.42 per cent. 


Yield Fluctuates Widely 


HE average returns on call loans 
from 1910 to 1929 were: - 


During the past five years the lowest 
rate was 2% per cent on Jan. 9, 1923, and 
the highest rate was on March 20, 1929, 
when the renewal rate was 12 per cent 
and the closing rate 20 per cent. The 
cost to the country bank in making loans 
through their New York correspondent 
does not fluctuate with the money rate. 
It is, as previously stated, not less than 
% per cent per annum of the principal 
amount loaned and for the time outstand- 
ing. 

The president of one of the largest 
corporations in the country, who had 
$70,000,000 loaned on call before Nov. 
13 last, told me that the bankers brought 
on the panic due to the commission which 
they charged on loans for account of 
others and that his company loaned their 
money direct to brokers. 

I fail to understand how it made any 
difference to the money supply whether 
the funds were loaned by the banks or 
by the corporation direct. The credits 
were exactly the same except the banks’ 
charges to income for their services. 
Banks have the facilities and are 
equipped to handle this business, while 
corporations and individuals are not so 


| 
a 
| | 1910...... 2.99 1920...... 7.78 
1911...... 2.58 1921...... 5.99 
1912...... 3.67 1922...... 4.30 
1913...... 3.26 1923...... 4.84 
1914...... 3.72 1924...... 3.09 
1915...... 1.98 1925...... 4.16 
1916...... 2.57 1926...... 4.50 
1917...... 3.33 1927...... 4.05 
1918...... 5.24 1928...... 6.51 
1919...... 6.27 1929...... 7.62 
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equipped, with a resultant greater risk 
to the corporation or individual. Be it 
said to the credit of some large corpora- 
tions, with which I am familiar, that 
they declined to use their surplus in call 
loans on the basis that loaning money 
to brokers was not one of their func- 
tions. 


Adequate Charge Needed 


HE charge to bank correspondents 

is indeed very reasonable when one 
considers that the loaning banks must 
first have a thorough knowledge of the 
borrower, the character of the securities 
offered, with,a well diversified list, see 
that the certificates are properly indorsed 
and indorsement guaranteed; ascertain 
whether or not a loose stock power is 
acceptable for transfer. They must also 
examine the stock power to see that it 
does not antedate the stock certificate 
and must make all the records and keep 
a vigilant watch on the market quota- 
tions. They make calls for additional 
collateral when necessary, accept pay- 
ment of the loan when called or when 
payment is offered by the borrower, 
necessitating a complete change of 
records, collect the interest, make the 
charge for their services, credit the bal- 
ance to their correspondent and—last 
but not least—sell the collateral when 
necessary to protect the loan. 

Some few banks have made call loans 
without a service charge on the basis 
that country bank balances compensated 
them for their services. My own ex- 
perience, covering a period of twenty- 
three years, leads me to believe that 
this is fallacious, if in addition they 
render country banks such other services 
as are necessary for their well being. 
Considerable time, effort and money are 
spent getting country banks to carry 
balances proportionate to the services 
rendered them in the handling of their 
checks and collection items at par. Fre- 
quently the earning power of the balance 
is not sufficient to cover the cost without 
considering all the many other services, 
such as safekeeping of securities, col- 
lection of interest and principal, credit 
and investment advice and transfers. 


Sources of Call Loans 


BANK should first concern itself 
with the security and liquidity of 


its loans and investments. Call loans 
differ from these subjects in that the 
latter take care of funds which are more 
or less: permanent in form while call 
loans supply investment for funds which 
are temporary in character. 

Some banks in every community have 
the accounts of the township, borough or 
city treasurer, in which balances are 
accumulated during times of tax pay- 
ments and later disbursed to various 
sub-divisions, or, perhaps, these balances 
may be augmented by municipal financ- 
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Swift & Company's 
1930 Year BOOK 
Reveals some significant facts 


animals in 1929—yet slaughtering did not contri- 


COMPANY handled over 18,000,000 meat 


bute to the company’s profits that year. 

This company has never failed to pay a dividend in 45 years 
—yet Swift & Company’s average earnings are less 
than two cents on the dollar of sales. 

Swift & Company competes with over 1,000 other packers 
for the public’s patronage — yet this company continues 
to put out new products, to extend its marketing facilities 
to add to its volume of sales. 


The name of Swift & Company is associated most frequently 
with MEAT—yet any one of the by-products manufac- 
tured by this company is, in itself, a huge businéss. 

SWIFT & COMPANY’S 1930 Year Book gives these 
interesting facts in detail—and many more. It tells how 
Swift & Company, through diversification, is able to 
consolidate its position as one of the best organized, 
most economically managed, efficient concerns in the,” 


country. 


If you would like a copy of the 
Swift & Company 1930 Year 
Book, please fill out this cou- 
pon, and it will be sent to you, 


free of charge. 


ing. In either event, one can not count 
on their permanency. Perhaps there are 
corporation funds being accumulated to 
retire obligations, or for sinking fund 
purposes, or, as a result of new financ- 
ing large balances have accumulated, but 
all of which are temporary; or, perhaps, 
borrowing customers have been so for- 
tunate as to be in a position temporarily 
to retire their obligations and still main- 
tain good balances. These are the funds 
which should be used in making call 
loans. 

During the recent high money rates, 
I am told that some banks sold their 
bonds and put their money on call in 


order to get the temporarily higher 
return. This in my mind does not work 
out satisfactorily over a long period, as 
bond prices move adversely to the market 
rate for money. When rates are high, 
bonds should be low and vice versa, so 
that a bank selling its bonds to invest in 
call loans will undoubtedly get its money 
back when rates are low and bonds have 
advanced. 

I have been told of a concern which 
held up the payment of its bills and used 
its money in call loans, also cases where 
new funds realized from the sale of 
common stock were not used in the busi- 
ness as intended but loaned on cal!. 


\ 
o” 
a 
c™ 
of 
ro 


AMERICAN BANKERS ASSOCIATION JOURNAL 


FOR INDIVIDUAL AND 
INSTITUTIONAL INVESTORS 


Every investment account, whether made up entirely of 
fixed interest-bearing securities or including a proportion 
of equity issues, should have a foundation of high-grade 
bonds. Government, State, Municipal and the best Cor- 
poration bonds are the recognized media for the conserva- 
tion of capital, and are just as suitable investments for 
individuals as for savings banks, insurance companies and 


other institutions. 


The National City Company provides conveniently located 
investment offices in the following cities where recommen- 
dations for the employment of current surplus funds will 


gladly be made: 


Albany, N. Y. 
Atlanta, Ga. 
Atlantic City, N. J. 
Baltimore, Md. 
Birmingham, Ala. 
Boston, Mass. 
Buffalo, N. Y. 
Chicago, 
Cincinnati, Ohio 
Cleveland, Ohio 
Dallas, Texas 
Davenport, Iowa 
Denver, Colo. , 
Detroit, Mich. 
Hartford, Conn. 


Houston, Texas 


Indianapolis, Ind. 
Kansas City, Mo. 
Los Angeles, Calif. 
Louisville, Ky. 
Memphis, Tenn. 
Miami, Fla. 
Milwaukee, Wis. 
Minneapolis, Minn. 
Newark, N. J. 
New Orleans, La. 
Oakland, Calif. 
Omaha, Neb. 
Pasadena, Calif. 
Philadelphia, Pa. 
Pittsburgh, Pa. 
Portland, Me. 


Portland, Ore. 
Providence, R. I. 
Rochester, N. Y. 
St. Louis, Mo. 

St. Paul, Minn. 
San Diego, Calif. 
SanFrancisco,Calif. 
Scranton, Pa. 
Seattle, Wash. 
Spokane, Wash. 
Tacoma, Wash. 
Toledo, Ohio 
Washington, D. C. 
Wilkes-Barre, Pa. 
Montreal, Canada 
Toronto, Canada 


The National City Company 
National City Bank Building, New York 
INVESTMENT SECURITIES 


Testing Loans on Securities for Flaws 
(Continued from page 978) 


least in duplicate, one copy going to the 
customer and one copy to be retained in 
the bank’s files against which collateral 
can be checked from time to time. On 
the reverse of the bank’s copy should be 
space for receipts taken against partial 
deliveries and also for coupons in the 
case of bonds. 

When the note is paid and the collat- 
eral delivered, the customers should re- 
ceipt for it and the memorandum should 
be filed. This is not so important in small 
banks where collateral does not form a 
large item, but when we consider the 
number of bank customers who now own 
either stocks or bonds, we must expect 


to find borrowings against collateral 
more and more frequent even in the case 
of small banks, and a proper method of 
handling such borrowings will become 
increasingly important. 

There is one phase of collateral loans 
which does not always receive the atten- 
tion to which I think it is entitled and 
that is the total amount which can safely 
be loaned to any one borrower. It is my 
firm belief that there should be a distinct 
relationship between the borrower’s earn- 
ing power and the amount of money 
which he can borrow even on good se- 
curity. No bank should enter into an 
indefinite agreement with a borrower 
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which would permit him to execute re- 
newal after renewal as long as his col- 
lateral is ample. Collateral loans should 
be treated very much as commercial loans 
are treated and liquidation should be ar- 
ranged for once each season. 


Customer Loathe to Sell 


E frequently find borrowers desir- 
Wine to make an investment in some 
good stock and wishing to secure a por- 
tion of the funds from the bank. ‘Too 
often such a borrower is disposed to con- 
tinue his loan until he thinks the market 
for the security warrants a sale, at which 
time he can take his profit. The difficulty 
the bank is likely to find itself in is to 
have to choose between continuing the 
loan at the borrower’s option, or of forc- 
ing a sale and thereby risking offending 
a customer. 

No man wants to sell on a rising mar- 
ket; he always expects it to go higher, 
and if a bank is compelled to force a 
sale, even though the owner may take a 
profit, it is likely to make an enemy out 
of a former friend. My own feeling is, 
therefore, that every collateral loan 
should carry with it some plan of pay- 
ment which will relieve the bank of the 
necessity of deciding just when the sale 
of the security is to take place. The 
amount of such collateral loan should not 
exceed the amount which the borrower 
can reasonably be expected to pay with- 
in a year’s time, entirely apart from the 
collateral itself. 


Diversify Collateral 


HE danger of having too many loans 
} one class of security is not so 
likely to be felt in a large community, 
but in a community of small or moderate 
size, many citizens might desire to inter- 
est themselves at the same time in one 
security, and a number of them might 
call upon the bank for assistance in car- 
rying it. This is a situation which might 
conceivably cause embarrassment both 
to bankers and customers, particularly 
if the issue is speculative or unseasoned. 
The treatment of customers in connec- 
tion with collateral loans is really a part 
of the eternal process of education of 
which the banker must never lose sight. 
He has his unceasing responsibility to- 
ward his depositors and stockholders as 
well as toward his borrowers and if he 
is to fulfill his duty he must at all times 
try to make better customers out of 
those who seek credit accommodations. 
In this work he must continually counsel 
with them and point out to them the 
proper class of security which a custom- 
er can offer a bank as collateral. It is 
sometimes an ungrateful task but in 
the long run it is of untold benefit. 
To have an ideal situation with respect 
to collateral loans the bank must be sure 
that the collateral is good in itself; that 
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it has a ready market; that there is suffi- 
cient margin to protect against fluctua- 
tion; that it is covered by a proper form 
of hypothecation agreement; and that 
every loan based on collateral carries 
with it a well defined and well under- 
stood plan of payment. 


To Keep Up Earnings 


(Continued from page 954) 


the interest rate starts to increase, long 
term bonds should be sold and short 
term assets acquired in order to avoid 
the inevitable decline in the capital value. 
By a skillful handling of an investment 
account, it can be made to add appre- 
ciably to the earning power of a bank. 


Reach Out After Business 


(Continued from page 943) 


interests, aided and abetted by human 
greed, had its share in bringing about 
this result. Perhaps the stock market 
should assume most of the blame for the 
drop in savings deposits, but not all. 
The largest decrease occurred in the 
South. There a large part was played 
by agricultural troubles, and by the fact 
that neither industry nor business has 
been as prosperous as in some other re- 
gions. However, we shall probably gain 
nothing by looking further for the rea- 
sons for the decline of last year. 

The savings departments of banks 
necessarily come in competition for the 
idle funds of the community, with the 
security houses, the building and loan 
associations and other investment and 
speculative appeals offered to the public. 
In certain territories the competition of 
the building and loan associations has 
been found difficult because of unethical 
practices on the part of some of these 
associations. We have seen some am- 
bitious associations advertising “all the 
conveniences of a savings bank and twice 
the interest.” We have heard them speak 
of their dividends as “interest” and 
their shareholders as “depositors.” I 
think this is more or less in the past, as 
the associations themselves have found 
that these practices bring their own sor- 
rows. 


Room for Both Institutions 


UR own institution has always felt 

quite friendly to the building and 
loan associations. We think there is a 
definite field for both. Bankers realize 
that purely investment funds cannot be 
held permanently in the bank. The 
building and loan associations have 
taught a valuable lesson. Periodic sav- 
ing, with some sort of penalty that con- 
verts it almost into compulsory saving, 
the mortgage on the home that is slowly 
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VAULTS 


PROTECT THE SECURITIES AND VALUABLES OF THE 


LOUISVILLE TRUST COMPANY 


Bank building designed and erected by St. Louis Bank Building & Equipment Co., St. Louis, Mo. 


Eighteen-inch circular and rectangular doors, safe deposit boxes (with Mosler 
certified pick-proof locks) and other vault ee installed in the new build- 
i 


ing of the Louisville Trust Company, Louisv 


le, Ky., represent a total weight of 


approximately one-quarter million pounds. 


Mosler has meant Safes and Safety for more than 75 years 


The Mosler Safe Co. 


The Largest Builders of Vaults and Safes in the World 


FACTORIES 


BOSTON CHICAGO 
NEW ORLEANS 
PORTLAND 


ATLANTA 
LOS ANGELES 
PITTSBURGH 
TOKYO, JAPAN 


but relentlessly reduced by monthly pay- 
ments—those were two forms of thrift 
which our people needed to learn, but 
which were never taught with sufficient 
energy until the building and loan asso- 
ciations gave the momentum, the impe- 
tus, it needed. 

If these associations are, by any 
chance, to take deposits, then they 
should be required to keep proper re- 
serves against them. This is no matter 
of theory. State and Government do not 
require reserves of banks just by chance. 
The bank men of this country have not 
accepted these severe laws because they 
like to make martyrs of themselves. No 
banker is so much of a dreamer as to 
keep a lot of money in idleness when it 
might be earning 6 per cent, and a lot 
more in securities that bear particu- 


LONDON, ENGLAND 


HAMILTON, OHIO 


DETROIT 


KANSAS CITY 
OKLAHOMA CITY 
SEATTLE 


DALLAS 

NEW YORK 
SAN FRANCISCO 
SHANGHAI, CHINA 


larly low interest rates just because of 
a notion he has acquired. Bankers have 
learned when they promise depositors 
the return of their money at any time 
they must always be prepared to make 
good on that promise. 

I feel that each legitimate line of 
business has its particular field. The 
function of the savings department of a 
bank is a useful one and makes its ap- 
peal to the public if properly presented. 
It does not seem necessary or desirable 
to search out the weak points in the 
appeal being made by competitors. If 
we make a vigorous, active and intelli- 
gent campaign for business and keep the 
public informed of the services we offer 
I have no fear but that the coming 
years will show a constantly increasing 
volume of savings in our banks. 
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The common stocks of America’s leading corporations, prop- 
erly balanced and diversified, welded into a single, convenient 


trust investment. 


CORPORATE TRUST SHARES 


For the investor who wants maximum 
current income 


BAsIC INDUSTRY SHARES 


For the investor who wants 
principal accumulation 


THE EQUITABLE TRUST COMPANY 
OF NEW YORK, TRUSTEE 


Included in the portfolios are such common stocks as Ameri- 
can Tel. & Tel., New York Central, DuPont, Standard Oils, 
General Electric, United States Steel, Union Pacific, Interna- 


tional Harvester . 


. . a fixed type of investment trust. Both 


trusts rated “‘A’’ by Moody’s Investors Service. 


Recommended and offered by more than 200 leading 
investment houscs and banks from coast to coast 


Wholesale Syndication by 


ROSS BEASON & CO., INC. 


82 Beaver Street, New York for Eastern Section of U. S. 
Salt Lake City-Los Angeles for Western Section of U.S. 


SMITH, BURRIS & CO. 


120 S. La Salle St., Chicago for Central Section of U. S. 


Safer Warehouse Loans 
(Continued from page 976) 


The Act, however, relates only to the 
form of receipt to be issued and carries 
no administrative provision. Several 
states, including Oregon, Washington 
and Montana, have enacted special stat- 
utes with provision for varying degrees 
of enforcement relating to the licensing 
of warehouses for handling of farm 
products. These are well intentioned, 
and are a step in the right direction, but 
there is left much to be desired in the 


way of state regulation, supervision and 
enforcement. We should actively sup- 
port any measure in our respective state 
legislatures that will put our warehous- 
ing on a more sound and safe basis. 

In the meantime, it is a satisfaction 
to know that dependable warehouse re- 
ceipts can be had if we but discriminate 
in their favor. Fortunately, so far as 
those interested in the products of agri- 
culture are concerned, the Federal Gov- 


ernment several years ago recognized the 
necessity of protecting the farmer by the 
proper storage of his products. The 
United States Warehouse Act was passed 
in 1916, under which the Secretary of 
Agriculture is empowered to license pub- 
lic warehouses for the handling and stor- 
age of farm products, provided they con- 
form to certain well defined requirements 
and regulations. 


Federal Licenses Help 


EDERAL licensing has _ spread 

rapidly over the country, and 
wherever it is employed has proved its 
worth and demonstrated the value of a 
receipt that can be absolutely relied upon 
as collateral security. In the case of a 
Federally licensed warehouse, the banker 
is relieved of the necessity of determin- 
ing the standing and integrity of the 
warehouseman, his ability and_ the 
quality of his equipment. 

Before a license is issued, Federal in- 
spectors make a careful investigation of 
the character and financial responsibility 
of the applicant, his ability and knowl- 
edge of the business, and the type, con- 
struction and facilities of his plant, to 
make certain that it will provide safe 


“and adequate storage for the commodi- 


ties contemplated and that it is well 
situated to serve the farmers, who wish 
to store their products. It must, of 
course, be a public warehouse and must 
provide for agricultural products only, 
but can include processed goods such as 
creamery products, canned fruits and 
vegetables. The warehouse must con- 
form to the disinterested custodianship 
rule and cannot be controlled by interests 
which will be the principal users of its 
facilities. 

Furthermore, the warehouse is ex- 
amined by licensed inspectors at ir- 
regular intervals. The examination 
covers not only a thorough audit of the 
books, examination of receipt stubs, care- 
ful verification of outstanding receipts 
with the commodities in storage, but 
check of the commodities themselves with 
inspection to see that they are not suf- 
fering from extremes of temperature, 
moisture or other physical conditions. 
In other words, the banker can rely 
upon the security of the receipts issued 
by a Federally licensed warehouse as 
though he personally were able to take 
the time and trouble to examine and keep 
under his observation the warehouse 
holding the goods. 


Measure Deserves Support 


HE merits of the Federal Warehouse 

Act were explained to members of 
the Washington Bankers Association at 
their convention three or four years ago, 
and a strong resolution was adopted at 
the time indorsing the Act and recom- 
mending that our bankers discriminate 
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in favor of Federally licensed ware- 
houses. It is my impression that the 
Oregon bankers did likewise, but ap- 
parently most of us went home and pro- 
ceeded to ignore the matter or entirely 
forget about it. No group of men are 
better situated than we to exert a power- 
ful influence in its favor, and we owe it 
not only to our institutions, but to our 
customers to show the courage of our 
convictions and require wherever pos- 
sible Federally licensed warehouse re- 
ceipts. 

A bill now pending in Congress known 
as Senate Bill No. 1202 provides for 
amending the Federal Warehouse Act. 
Briefly stated, the purposes of the 
amendment are to fortify the Act in a 
few places where experience has demon- 
strated such need. Perhaps the most 
important of these needed changes is to 
relieve the operation of the Act from in- 
terference by state laws as has been 
permitted in some parts of the country. 
This is reasonable and in accord with 
other Federal enactments such as the 
National Bank Act, the Federal Reserve 
Act and others. _The Federal Warehouse 
Act is not mandatory legislation, and the 
warehouseman only operates under it 
when he chooses to do so and is able to 
meet its requirements. To strengthen 
this law is to strengthen the collateral 
issued thereunder, and not have it sub- 
ject to attack by those who do not want 
to practice sound warehousing. 


Management Problems 
(Continued from page 970) 


that at times a seeming paradox has 
crept into the mechanism. Here and 
there in industry certain loans that 
match up to the strict rule of eligibility 
have in their economic sense been truly 
capital loans all the same. But it is a 
long jump from even such conditions, 
from production credit to consumption 
credit as a basis for expansion. It would 
seem far more reasonable to study in- 
dustries for their trade trails and main- 
tain production as our base. Undoubted- 
ly it would be wise to capitalize indi- 
vidual units up to a trade usual. 

“It would be unwise to capitalize a 
company so that for protracted periods 
it might suffer from the useless over- 
head of excessive capitalization. It 
would be absolute folly to allow whole 
trades to become so capitalized. Capital 
represented by capital stock investment 
ownership is more or less permanently 
tied up in an enterprise. Net worth is 
owned capital. We are quite familiar 
with increases and decreases in debts 
as the demands of business require more 
or less capital at use. We meet with 
gratification increases in net worth and 
view with fear decreases. Merchant 
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THE FIFTH ENTERS 
Mercantile-Commerce 


n number, our patrons ex- 
ceed one-fifth of the esti- 
mated population of St. Louis! 
..-When people “at home” ac- 
cept a bank, it is a good rec- 


ommendation 


to people in 


other parts ~ we thought... 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth~ St. Charles 
St. Louis 


“LARGE ENOUGH TO SERVE ANY & STRONG ENOUGH TO PROTECT ALL” 


loans are the fluctuating capital of in- 
dustry, and as such quite logically re- 
quire careful analysis and not thought- 
less measurement.” — Alexander Wall, 
Secretary and Treasurer, Robert Morris 
Associates, Lansdowne, Pa. 


Credit Bureau Not Costly 


HE cost of operating a credit 
bureau is not as great as many 
bankers suppose. The first cost is the 
office equipment, which will include a 
suitable filing device. The Reading and 
Berks County Bureau is operated by two 


people, a manager with one assistant. 
It occupies a suite of rooms jointly with 
the clearing house association, and this 
arrangement is proving very satisfac- 
tory. To cover the expense of operation, 
rentals and minor costs, an assessment 
is laid upon each member bank, which 
amounts to about twenty-two cents per 
year per thousand dollars of the member 
bank’s loans and discounts, which, as 
previously stated, does not include col- 
lateral loans and purchased paper. While 
I understand this rate is somewhat 
higher than that paid in some other por- 
tions of the country, the service ren- 
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For the Long Pull 


Long pull investors are interested in 
those evidences of managerial acumen 
which promise continued prosperity. 
One such evidence is the provision for 
renewal of depreciated properties at 
advanced price levels. Such investors 
are reassured if American Appraisal 
Service is used for determining 
property values and depreciations. 


THE 


AMERIGAN APPRAISAL 


GOMPANY 


New York Chicago Milwaukee 
and Principal Cities 


AN INTERNATIONAL ORGANIZATION 


Printing, Lithogvaphing and Steel Plate Printing 
of listed and unlisted Bonds, Stock Gertificates 
and other negotiable instruments calls for 


S PE E SAFETY 


A trial will 
demonstrate 


Day and night ‘in nen Securities deliv- 


service (the latter you ered by armored 
when necessary) automobiles in the 
by skilled craftsmen Chicago District 


— 


President 


CENTRAL BANKNOTE 
COMPANY 


319-331 S. Albany Ave., 233-45 Spring St., 
Chicago New York 
Van Buren 8000 Walker 3976-3979 


in production in delivery 


COMPLETE PLANTS IN GHIGAGO AND NEW YORK 


dered has been so generally satisfactory 
that there has never been any complaint. 
It is noteworthy, too, that the member 
banks paying the highest assessments 
are the most enthusiastic over the re- 
sults that have been attained. 

“In some of the Western states, where 
country credit bureaus have been es- 
tablished, a clerk or junior officer of one 
of the banks conducts the bureau in 
connection with his other duties. There 
are localities in which this would not be 
feasible on account of the greater volume 
of business to be handled. Besides, in 
group work of this character suspicions 
are apt to creep in. Some one or an- 
other may be suspected of enjoying spe- 
cial privileges, and to avoid such a pos- 
sibility, it would appear better to have 
the bureau in charge of parties who have 
no direct connection with any bank what- 
ever.”—A. H. Smith, President, National 
Bank of Topton, Topton, Pa. 


The Chain Store View 


é¢y7 FEEL very sure that there are 

I chain store companies who are ask- 
ing of the banks a service which they 
have no right to ask based upon the con- 
tribution which under their present op- 
erating policies they are making to that 
bank. On the other hand, I feel that the 
sound, well-managed chain store com- 
panies who have been in operation over a 
period of time are doing their level best 
to be intelligent and cooperative in their 
relations with their bankers. I feel sure 
that the solution of the problems that lie 
between us rest within the substance of 
a closer understanding of our common 
problems.”—R. W. Lyons, Executive 
Vice-President, National Chain Store As- 
sociation, New York. 


How Many Directors? 


66 HAT is the size of a board of 

directors? Too large or too 
small? Inherent weaknesses may de- 
velop under both conditions. A large 
board means divided responsibility and 
we all know that what is everybody’s 
business usually becomes no one’s re- 
sponsibility. A large board also in- 
creases the difficulties of the active offi- 
cers in keeping the board informed as to 
the confidential relations existing be- 
tween customer and the bank and situa- 
tions which affect the value of the bank’s 
investment in loans or securities. There 
is always the danger that one or more 
may mention or discuss these matters 
with some friend, without the slightest 
intention to injure, and yet always with 
the possibility that a careless remark 
may cause untold trouble to a customer 
or even the bank itself. I venture to say 
that few, if any, plans for merger or 
consolidation are brought before a large 
board before the details have been quite 
definitely developed by the active officers 


in cooperation with a few carefully 
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chosen directors.”—Thomas B. McAdams, 
Executive Manager, State-Planters Bank 
& Trust Co., Richmond, Va. 


Self-Liquidating Mortgages 
te GOOD example of self-liquidating 

A real estate loans is the construc- 
tion or builder’s mortgage. Here a loan 
is made before work on a building proj- 
ect is started, completion is insured by a 
title or surety company, the funds are 
paid out under control and frequently a 
commitment for the permanent financing 
is secured before the construction loan is 
made. Liquidation in the last instance 
would come from the settlement for the 
mortgages on completion, although with 
the increasing disinclination to make 
residence mortgage loans to other than 
home buyers, payment may wait on the 
sale of the properties, which usually in- 


Local Security Representatives 


An Exceptional Opportunity 


"Tee advertisement is addressed to men who, though not 
looking for a “job,” would be interested in a connection 
with a large securities organization which will be pleasant, 
profitable and permanent. 


The work does not require traveling but can be done in your 
own community—be it large or small. Previous experience is 
not necessary for men of ability, character and ambition. 


Men who are well acquainted and influential in their communi- 
ties, with successful business records, retired, or still active, will 
find this an unusual opportunity to earn $5,000 to $20,000 
annually. 


Write fully about yourself and in confidence. You will be ad- 
dressing one of the ten largest industrial organizations in the 


country, well equipped to give hearty cooperation. The secu- 
rities are well known, listed on various exchanges and held by 
over half a million people. 


volves financing in a form acceptable to 
large mortgage buyers.”—Freas Brown 
Snyder, Research Director, Robert Mor- 
ris Associates, Lansdowne, Pa. 


This position is available now because of sales expansion plans. 
Several hundred men have been doing this work for years. No 
promotional or pioneering efforts are involved. Applicants 
are desired from cities of five thousand or more. 


Service Charges 
(Continued from page 962) Address “TD” 
P. O. Box 47, Trinity Station, New York, N. Y. 
counts have been absorbing the losses 


incurred on the other 85 per cent and ee 


in addition have been making dividends 


possible. Is that fair to the 15 per cent? 
If the 85 per cent were paying their 

HEN a Banker has valued customers leaving for 
Southern California, he will do them a favor by 


way and making a little profit, would 
it not be possible for the bank to grant 

giving them letters of introduction to Security-First 
National Bank. 


attractive interest rates and other favors 
to those few valuable accounts and could 
not the banker spend time in seeking 
more of the quality business? The time 
is not far distant when the banker who 
knows his costs and requires every ac- 
count to pay its way with a reasonable 
margin of profit will be in a position to 
give so much better service to all his 


customers that he will attract the better With Resources exceeding $500,000,000; with more 
business from his competitor who may 


yet be following the old hit-or-miss than 700,000 depositors; with many branches through- 
method. {FIRST out Los Angeles, and in sixty-two communities from 
Y, Imperial Valley on the South to Fresno and San 
The Southern Bank Management Luis Obispo on the North . . . this is the dominant 
Conference 1 l financial institution of the southern part of Cali- 

The registration of delegates at the fornia. 
Southern Bank Management Conference 
in Atlanta, March 25 and 26, reached a 
total of 725. Thirty-five speakers dis- 
cussed current problems, including loan 
administration, profit-producing policies, 
investment policies, administration and 
management. The conference aroused 
unusual enthusiasm and there was a 


A large, highly organized and very efficient Trust 
Department; an Investment subsidiary . . . Security- 
First National Company; a department of Re- 
search and Service joined with a complete Banking ser- 

vice at every Branch, make this the Institution to em- 
unanimous demand on the part of the 1 Pacifi 7 4 
delegates that a similar meeting be held ploy as your F’acilic coast connection in every way any 
next year. Bank can serve you. 

Attendance at all sessions was un- 
usually high, approaching 100 per cent, 
chiefly inspired by a program that for 


helpfulness and excellence has never 
been surpassed. 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 
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Expansion: 


....Lastyear,|50 more 
towns were added to 
the lines of National 
Electric Power sub- 
sidiaries....a group 
of utilities now serv- 
ing over 2,000 com- 
munities in 15 states 


from Maineto Florida. 


NATIONAL ELECTRIC 


POWER COMPANY... 
57 William Street, New York 


Guaranteed 


SAFETY 
and 6% Yield 


@uaranteed safety and a yield of 
6 per cent are both yours in Empire 
Bonds. Your principal is secure— 
your income guaranteed. Back of 
each issue are valuable, income- 
earning properties. Every Empire 
issue is trusteed by a large bank 
or trust company. The bonds are 
legal for trust funds by actual court 
ruling. Executors. attorneys and 
endowed institutions favor them; 
so do wise individual investors. 
Write today for circulars of new 
issues. 


Empire 
BONDS 


Empire Bond & Mortgage Corporation 
535 Fifth Avenue, New York, N. Y. 


U. S. HEADQUARTERS 
imported Arms, Ammunition & Parts 
Mauser -Luger - Merkel Bros. - Mannlicher, - Webley - Scott, etc. 
Full line American Arms & Ammunition 
Springfield's Restocked to Col. Whelen's Revised Specifications 
Largest stock in America of fine new Rifles, Trap, Field Guns, 
SideArms, Air Rifles & Pistols. * Telescopes mounted. * Expert 
Repairing. * Send 25c in stamps for 128 page Arms Catalog. 


A. F.STOEGER. Inc. NEW YORK.N.Y. 
509 Fifth Avenue (at 42nd St.) 
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Condition of Business 
(Continued from page 984) 


concerns, whose stock was offered to the 
public within the last year or two, so 
that the unfortunate purchaser received 
a dividend for only a short time. The 
companies themselves may have been 
all right, but in the course of their re- 
financing into the hands of the public the 
capitalization, in most instances, was 
greatly increased. This created a burden 
of dividend charges that could be carried 
only if earnings continued to expand at 
the rate indicated by the comparative 


record of two or three abnormally pros- 
perous years. 


The Outlook for 
Money 


HERE are few dissenters from the 

view that money rates touched bot- 
tom for the time being, in March. Call 
money, time money and rates of all 
classes were dragged to the lowest level 
in six years by a combination of credit 
factors not likely soon to recur. 

This downward sweep, most of which 
took place in the space of three weeks, 
has been ascribed to various causes de- 
pending somewhat on the geographic and 
economic viewpoint of the observer. In 
general those who venture a forecast of 
the current quarter and the next agree 
that reviving business activity and the 
increasing requirements of the stock mar- 
ket will tend to stiffen rates. 

The month-end survey by the Guar- 
anty Trust Company of New York says: 

“The outstanding feature of the finan- 
cial markets during March has been the 
rapid easing of credit conditions and the 
accelerated decline of money rates of 
every class. The stock market in the 
early part of the month pursued an un- 
certain course under the influence of the 
opposing factors of easy money and un- 
satisfactory trade reports, and not until 
the latter weeks did the credit factor 
appear to gain the ascendancy. The bond 
market, on the other hand, has naturally 
been more directly affected by lowering 
interest rates and has undergone a vig- 
orous and consistent advance. Trading 
has been exceptionally heavy. 

“Never in recent years has such a rapid 
and pronounced cheapening of credit of 
all classes been witnessed. Bankers’ ac- 
ceptance rates dropped 1% per cent in 
less than three weeks; the rediscount rate 
of the Federal Reserve Bank of New 
York was again reduced; call money on 
the New York Stock Exchange sank to 2 
per cent, the lowest figure since 1924; 
time money weakened correspondingly; 
and one-year loans were arranged by 
various banks at the lowest rates in sev- 
eral years. While a number of individual 
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The Safer W ay 
to Buy Stocks 


SAFETY: CorporaATE TRUST 
SHARES represent an owner- 
ship interest in the common 
stocks of 28 of America’s great- 
est corporations, such as United 
States Steel, American Tel. & 
Tel., General Electric, Standard 
Oil, du Pont, New York Cen- 
tral, Woolworth, National Bis- 
cuit and 20 others. Earnings 
are not dependent on the suc- 
cess of any one company. 


RATING: Corporate TRUST 
SHARES are rated “A” by 
Moody’s Investors Service—a 
high investment rating. 


Let us send you more informa- 
tion about Corporate TRUST 
Incorporated 1910 


SHARES 
dla. 
Investment Securities 


39 South La Salle St., Chicago 


Steadily 
Expanding 


Fiery per cent additional space 
acquired for the Alemite Cor- 
poration in 1928— 


—A new addition, increasing the 
capacity of the parent plant by 
over twelve per cent, completed 
within the past year— 


—In the past six months the further 
acquisition of a newly equipped 
plant two and a half blocks long 
and devoted to heavy-item produc- 
tion— 


Such are a few of the recent mani- 
festations of Stewart-Warner prog- 
ress in its program of expansion. 
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Ask your broker for a list of prod- 
ucts manufactured, also for a copy 
of the last financial statement. Or 
apply direct to the Corporation. 


STEWART-WARNER 
CORPORATION 
1826 Diversey Pkwy., Chicago 


and subsidiaries 
Stewart-Warner Alemite Corp’nof Canada, Ltd. 
The Bassick Co. 
The Alemite Corp’n. 
The Stewart Die Casting Corp’n. 
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factors have contributed to bring about 
this condition, the most important has 
probably been the lessened demand for 
funds on the part of general business. 
The decline in money rates was very 
precipitous, however, and there has been 
a slight firming tendency toward the end 
of the month. 

“Further reductions in central bank 
rates were put in force during this month. 
The rediscount rates in Europe now stand 
as follows: Poland, 7 per cent; Italy, 
Austria, and Hungary, 6% per cent; 
Spain, 5% per cent; Germany and Nor- 
way, 5 per cent; Denmark, 4% per cent; 
England and Sweden, 4 per cent; Hol- 
land, Belgium, and Switzerland; 3% per 
cent; France, 3 per cent. The several 
reductions in European rediscount rates 
in the last few months were encouraged 
by the recent release of huge sums of 
credit that had been absorbed in security 
speculation; for the stock market boom 
and the accompanying high interest rates 
in the United States had forced many 
central banks abroad to increase their 
rediscount rates last year in order to 
prevent, as far as possible, a large-scale 
flow of funds to this country.” 

The Central Trust Company of Chi- 
cago, in its digest of conditions for April, 
sees similarity between the present low 
rates and those existing in the latter 
part of 1927. The digest states: 

“With easing money rates, we find 
ourselves in about the same position we 
occupied in the fall of 1927, with a ten- 
dency to create too strong a bull market 
with the cheap money which is available. 
All conditions considered, brokers’ loans 
are now high enough and, unless interest 
rates harden through an outward gold 
movement, these loans may again reach 
a dangerously high level. We have 
already seen what excessive borrowings, 
in the form of brokers’ loans, can do to 
the market when interest rates start to 
decline.” 

The First National Bank of Boston 
predicts that rates may “firm up” soon 
and bases this conclusion on the follow- 
ing facts: 

“The recent decline in the New York 
Federal reserve rediscount rate has been 
followed by further declines in all classes 
of money rates. The ease in the money 
situation, however, may not be so pro- 
nounced as it appears on the surface. The 


’ strain on the member banks as reflected 


by the ratio of loans and discounts to 
deposits for the week ended March 12 
was 83 per cent, representing only a 
comparatively small reduction from the 
high point of 86 per cent registered last 
fall. In other words, the member banks 
are apparently pretty well loaned up and 
are not in a position to make extensive 
accommodations to customers without 
resort to borrowings from the Federal 
reserve banks. Fortunately, the latter 
institutions are in an excellent position.” 
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YEO—THE ORIGINAL ROTARY HM 


Every 40 hours 
in 1929 some 
Bank Installed 


a Yeo Rotary! 


A total of over 1000 in use! 
More than all other night de- 
positories combined! 


What do these figures show? 
They show conclusively that one 
night depository — the Yeo 
Rotary, the original Rotary—is 
supreme in the night depository 


field! 
Banks that have installed Yeo 


Rotaries have done so after rigid 
investigation of all night deposi- 
tories available. When you are 
ready, advise us and we will have 
our nearest sales engineer call on 
you. No obligation, of course. 


We offer you four types of Yeo 
Depository, all of Rotary prin- 
ciple, which are suitable for your 
particular requirements. 


Bank Vault 
Inspection Co. 


Samuel P. Yeo, President 


5 South 18th Street 
Philadelphia, Pa. 


Chicago: 6 N. Michigan Bivd. New York: 175 Fifth Ave. 
SALES ENGINEERS IN ALL PRINCIPAL CITIES 


Clip and Mail Coupon 


Bank Vault Inspection Co., 
5 South 18th St., 
Philadelphia, Pa. 


O Please send complete 
information on Yeo 
Rotary Night Deposi- 
tory. 


OPlease quote on in- 
stallation from attached 
plans. 


| 
DEPQc) +. 
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Salesmen’s Compensation 


A helpful study of this subject will be sent 
to interested executives. Selling Costs, Sales 
Quotas, Expense Budgets, Application of 
Expense to Products, and Basing Pay on 
Profits are among points discussed. 


Scovell Wellington 


and Company 
ACCOUNTANTS +» ENGINEERS 


10 East 40TH Street, New York City 


BOSTON CLEVELAND CHICAGO PHILADELPHIA 
SPRINGFIELD SYRACUSE KANSAS CITY SAN FRANCISCO 


OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G M A C obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by thousands of banks, institu- 
tions and individuals the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MoTors 
ACCEPTANCE CORPORATION 


OFFICES IN PRINCIPAL CITIES 
Executive Office -- BROADWAY at 57TH STREET ~ New York City 


’ CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $66,000,000 


YOUR Double Protection— 
From Hold-Up and False Alarm 

N A D A N Operated by slight of the foot, 
‘tows 


jectrie System is certain when you need it. 


CORRESPONDENT x, alarms. 


aveid Padua Protected Banks. Padua will im- 


prove your present system. 
GUARDIAN 
TRUST COMPANY 


618 ST. JAMES ST., MONTREAL Léft of foot sets off alarm No false elerm via the mop 
PADUA Hold-Up Alarm 


Robert Stanger, Pres. 45 Seneca Street Cohoes, N. Y. 


Five Banks With 8,000 


Branches 
(Continued from page 958) 


resulted in a slightly higher return in 
net profits, even though the aggregate 
volume of business handled was some- 
what smaller. The total net profits for 
each of these banks, and the total aggre- 
gates for the past four years are shown 
in table form. (See page 958.) 

Each of these banks for the past four 
years has maintained profits well exceed- 
ing £2,000,000 (approximately $10,000,- 
000) a year, which serves to furnish con- 
clusive evidence of their great importance 
in the banking world. 


Public Opposition 


N view of the present trend in Amer- 
I ican banking, doubtless the question 
will be asked: What is the attitude of 
the British public toward such huge con- 
solidated banks with their thousands of 
branches? This process of absorption 
and merger which has been taking place 
during the past fifty years, but which 
reached its climax about the war period 
and the few years thereafter, has not 
been carried out without objection on 
the part of the public. The Stock Ex- 
change Gazette, in May, 1928, in dealing 
with certain amalgamations which had 
taken place in 1927-1928, states that so 
few is now the number of large banks in 
Great Britain and “so pronounced has 
been the opposition of the public, and, 
indeed, of the government, to a reduc- 
tion in their number” that absorptions 
or amalgamations of this character now 
arouse widespread comment and opposi- 
tion. At present such proposed mergers 
must be submitted for treasury approval 
before they can be consummated. 

Certain communities have at times 
complained that the replacement of the 
local private or joint stock bank by a 
branch of one of the larger banks has 
taken away from the community the per- 
sonal touch between the industries and 
the general public and the bank. In 
many cases, however, this objection has 
been met by the retention of the former 
staff of the private bank taken over. 

The Balfour committee on industry 
and trade which reported in 1928 and 
1929, found the weight of trade evidence 
in Great Britain to be that bank amalga- 
mations have so far been beneficial rath- 
er than harmful to industry. The ad- 
vantage to the community has lain in the 
greater credit facilities thus made avail- 
able. The added financial strength due 
to amalgamation should make for inde- 
pendence of judgment on the part of 
bankers, according to the Balfour re- 
ports, which should result in better ser- 
vice to trade and industry. The general 
opinion is that consolidations have been 
helpful rather than otherwise. 
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Dovetailing Life Insurance and Savings 


By EDWARD A. RICHARDS 
President, East New York Savings Bank, Brooklyn. 


OR many years mutual savings 
Fee have been seeking a plan to 

combine life insurance with sys- 
tematic savings. More especially have 
they desired some plan which would give 
incentive for regular systematic saving. 
To do so, such a plan must involve some 
reward for success, and some penalty for 
failure. The plan that we have adopted 
has both of these qualities. 

Within the last two or three years 
there have been many plans presented 
which seem, on their face, to combine life 
insurance with savings. But, upon care- 
ful analysis it will be found that most 
are simply an endeavor on the part of 
an insurance agency to use the prestige 
and reputation of the bank for the pur- 
pose of soliciting and placing life insur- 
ance, and the opening of an account in 
the bank is simply incidental to that en- 
deavor. While no one should decry an 
honest effort to sell life insurance, to the 
public, yet what savings banks want is 
a plan which makes life insurance inci- 
dental to systematic savings and not one 
that makes savings incidental to the 
placing of life insurance. 


E have found that our insured 
W savers plan has a tremendous ap- 
peal to many prospective depositors. The 
number of insured savings accounts 
opened per day is constantly increasing, 
and we find that many open accounts 
because they have learned of the plan 
through other depositors. 

A prospective depositor can choose for 
himself whether he wants to open a reg- 
ular savings account or prefers to under- 
take a financial program with a definite 
objective protected meanwhile by life in- 


surance. 
this way: 

An insured saver’s account can be 
opened with an initial deposit of from 
$10 to $100. Immediately on payment 
of the first deposit the owner of the ac- 
count receives an “Insured Saver’s Pro- 
tective Certificate.” The amount of the 
certificate varies from $500 for an 
initial deposit of $10 to $5,000 for one 
of $100. 

The account is thus insured through 
group life insurance. If the depositor 
dies before completing the fund the in- 
surance company pays the balance to the 
bank and the full amount of the insured 
deposit is made available to the named 
beneficiary at once, without further de- 
posits or payments. 


Briefly the plan operates in 


HE depositor, on his part, agrees to 

add monthly to his account, over a 
period of forty-seven months, an amount 
equal to his original payment. No sepa- 
rate payments are required for insur- 
ance premiums. They are deducted from 
the depositor’s balance at a rate that de- 
creases from year to year. Interest 
dividends, however, are sufficient to pay 
for the insurance and something in addi- 
tion. 

Anyone between eighteen and fifty 
years old, regularly employed and ap- 
parently in good health, is eligible with- 
out physical examination. A depositor 
is privileged to withdraw any part or all 
of his account at any time. It is also 
possible to suspend monthly deposits for 
a period of three months, or to borrow 
up to 90 per cent of the amount deposited 
on the depositor’s own note. The plan 
has proved practicable. 


New Books 


THE THEORY OF INTEREST. By 
Irving Fisher, Professor of Economics, 
Yale University. Published by the 
Macmillan Company, New York. 566 
pages, price $6.00. 

The book is in four parts: Introduc- 
tion, The Theory in Words, The Theory 
in Mathematics and Further Discussion. 
The significance of this division lies in 
the fact that “readers with a distaste 
for mathematics,” as Professor Fisher 
explains, can get their information from 
Part II. The author states that a num- 
ber of years ago he undertook to revise 
“The Rate of Interest,” a volume pub- 
lished by him in 1907. The present book 
is a complete revision with the addition 
of new material. 


VALUABLE EXTINCT SECURITIES. 
Compiled and published by R. M. 
Smythe, 2 Broadway, New York. 398 
pages. Price $8.00. 


In an informal, chatty style, sparkling 
with bits of humor and the philosophy 
of business experience the author tells 
the secret of the obsolete security busi- 
ness. In so doing he makes public a 
mass of information concerning un- 
claimed money and how to collect it to- 
gether with a list of over 1500 extinct 
securities of good value. 


HOW TO CORRECT CREDIT 
ABUSES. By Morris Marks, with an 
introduction by Dr. Frank A. Fall, 
director of Education and Research, 


LETTERHEAD 
REALLY EX- 
PRESS THE 
CHARACTER OF 
YOUR BANK... . 


or does it lack IMPRESSIVE- 
NESS when compared with 
some of the dignified, artistic 
letterheads that come to your 


desk? You should have 


E. A. WRIGHT COMPANY 
Steel Engraved Letterheads 


All of your correspondence is 
important enough to warrant 
using the best. Let us advise 
you. We have been designing 
and engraving letterheads for 
58 years. 


Send for Specimens 


that we have recently produced 
for some of the leading financial 
institutions throughout the United 
States. No obligation whatever. 


> « 


E. A. WRIGHT COMPANY 


Broad and Huntingdon Streets 
Philadelphia 


58 Years of Continuous Service 


efunch 


gaceRune 


Fingers holding papers are safe! st / 
of ACCO PUNCH does not touch hand. 

e Steel dies cut holes with only a slight pres 
sure of fingers. 

ACCO PUNCHES never rust, break or 
need servicing of any sort—the safest, speed- 
iest and strongest you can buy. For all 

| ® standard loose leaf gaugesand holes. Uncon- 
ditionally guaranteed. 


AMERICAN CLIP CO. 


Long Island City, N.Y. 
Acco Canadian Co., Led., 
Toronto 


ACCO PUNCHES 


i 
| | Write for circular, giving 
ree 
{| / 
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National Association of Credit Men. 
Published by Harper & Brothers, New 
York. 224 pages. Price $3.50. 


Fake bankruptcies and resulting losses 
to creditors are discussed in this volume 
exhaustively and with numerous cita- 
tions of cases and laws. The writer says 
that the most common of all credit 
abuses is the obtaining of merchandise 
and money by means of a false financial 
statement. There are chapters on Amer- 
ican bankruptcy procedure and abuses 
of the American system. 


MONEY AND BANKING SYSTEM OF 
THE UNITED STATES. By John 
Percival Day, Associate Professor of 
Economics, McGill University, Canada. 
Published by the Macmillan Company, 
New York. 120 pages. 


This is a brief analysis of the money 
and banking system of the United States 
originally intended for the information 
of British and Canadian students. 

Its scope includes a wide range of 
subjects. The writer draws a great deal 
of material from the experiences of the 
Federal Reserve System with the stock 
market in 1929 and the effect of Federal 
reserve policies on the finances of foreign 
countries. 


A DEAD LINE. By Cyrus Kehr. Pub- 
lished by the author, 639 F Street, 
Washington, D. C. 74 pages. Price 
seventy-five cents. 


The title refers to the imaginary line 
separating honesty from dishonesty with 
particular reference to the problems in- 
volved in handling money. There are 
twenty-two chapters, necessarily very 
short, dealing for the most part with 
specific instances of “crossing the dead 
line.” 


THE LABOR BANKING MOVEMENT 
IN THE UNITED STATES. Prepared 
by the Industrial Relations Section, 
Department of Economics and Social 
Institutions, Princeton University. 377 
pages. Price $2.00. 


The authors of this volume delve back 
into the early history of the labor bank 
movement in the United States and tell 
the complete story of labor bank growth 
since the war. The methods of organiza- 
tion are described. There are two appen- 
dices, one a statistical summary of the 
movement and the other containing infor- 
mation on labor banks which are or have 
been in operation. 


AN APPRAISAL OF AMERICAN 
BUSINESS FORECASTS. By Gar- 
field V. Cox, Associate Professor of 
Business Economics, University of 
Chicago. Published by the University 
of Chicago Press, Chicago. 88 pages. 
Price $1.00. 


In this little brochure the mirror of 
actual events is held up before the busi- 
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ness prognosticators. The results of a 
study covering the forecasts made in 
recent years by recognized agencies from 
the standpoint of accuracy are set forth. 
The record is surprisingly good, if per- 
fection is to be considered an impossi- 
bility. Moreover, an interesting sug- 
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gestion is made by the author with this 
observation: “It: may be, indeed, that 
the services are increasing the difficulty 
of their own work by educating business 
men to study business conditions closely 
and to correct maladjustments before 
they become serious.” 


Thrift Lives in America 
(Continued from page 940) 


Paralleled with that we felt that the 
rise in business practices, ethics and 
standards had reached a stage in which 
industry was conducted with a larger 
vision than purely the narrow selfishness 
of its immediate earnings. We felt that 
the age-old conflict between the worker 
and employer had been advanced by in- 
telligent acceptance of a new relation so 
that it could be made a factor in business 
stability. 

We felt that atmosphere of natural 
sober responsibility for the conduct of 
industry under new hazards must be 
stripped of unreasoning fear. We felt 
that business organization in this coun- 
try had reached a stage by the rapid 
progress of these last few years where 
we had the means to ascertain im- 
mediately the truth or falsity of condi- 
tions, and we had besides the web by 
which knowledge of fact dissociated 
from rumor could be spread into the 
utmost corners of industry. 


Business Can Be Trusted 


E felt that if this could be done, 

the directors of industry were, 
themselves, the best judges of the con- 
duct of their own responsibility, and 
that business judgment could be trusted 
to function then with courage and 
prudence. 

We felt that if the average American, 
in or out of business, could be provided 
with the facts—and if he could be re- 
lieved of unemployment and the fear of 
unemployment which might warp his 
judgment, that we could see this human 
market of 120,000,000 persons, the faster 
fall into orderly step again. 

These were the concepts on which the 
business conference effort for a restora- 
tion of stability, for the exercise of 
ordinary qualities of prudent judgment, 
for the preservation of the daily routine 
which creates and preserves markets of 
employing industry, could be made to 
function. How necessary some analysis 
is needed of facts, even where accurately 
ascertained, is illustrated by the events 
of last November and December in the 
savings field. You will recall that in 
October there were stories of large with- 
drawals of savings, and they proved to 
be correct. In October the savings banks 
of New York alone lost approximately 
$85,000,000 of their savings; in Novem- 


ber $43,000,000, while in December the 
totals began to mount again. 

Paralleled with this was the story of 
long lines of policy holders waiting to 
borrow on their life insurance policies, 
and this proved to have been true. In 
one single week in November the chief 
life insurance companies loaned a total 
of $20,000,000 on the security of their 
outstanding policies, though since, by 
progressive shrinkages, that borrowing 
had sunk in February to a normal $5,- 
000,000 per week. 

Here were two true developments of 
a disturbing nature. Rumors seized 
these actual events, cloaked them with an 
interpretation of its own, and spread it 
broadcast, with the sinister inference 
that they represented losses in stock 
speculation, that they were drafts on 
accumulated reserves which undermined 
the savings of our thrifty class. It was 
desirable to know whether these were 
the motives behind these drafts on sav- 
ings reserves. An examination showed 
that, parallel with these withdrawals, 
there was an enlargement of general 
investment, in the ownership of stocks 
of proved and tested worth. 


Where Savings Really Went 


OR example, the American Telephone 
& Telegraph Company during this 
period of stock decline and supposed 
liquidation increased its shareholders 
from 455,000 to 470,000; General Motors 
Corporation from 117,000 to 198,000; the 
Packard Motor Car Corporation from 
11,000 to 26,000; the Woolworth Com- 
pany nearly doubled its number of stock- 
holders. A large mail order house more 
than doubled its number of stockholders. 
The United States Steel Corporation, a 
high priced stock, added over 6,000 new 
stockholders. The Standard Oil of New 
Jersey added 14,000 new stockholders. 
The Pennsylvania Railroad gained 
nearly 15,000 new stockholders. One of 
the largest banks in the world, paying 
dividends Oct. 1 to 50,009 stockholders, 
mailed dividend checks on Jan. 1 to 62,- 
500. Another large New York bank in 
the six months’ period increased its 
stockholders from 14,000 last June to 
51,000 at the end of December. 
Here are a group of facts, accurate in 
themselves, which require a banker’s own 
judgment as to their proper interpreta- 
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Chairman: 
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Managing Director : 


FREDERICK HYDE 


Statement of Condition 


December 31st, 


ASSETS 


Cash in hand and Due from Banks .. 
Money at Call and Short Notice 


Investments 
Bills Discounted .. ée 
Advances .. ‘a 


1929 
$4-8665 = £1 


$317,750,548 
105,461,480 
160,248,446 
ee 286,070,666 
1,033,346,157 


Liabilities of Guteuen for Acceptances, 


Confirmed Credits and Engagements 


Bank Premises 


Other Properties and oust in progress 


Investments in Affiliations 


182,369,004 
43,625,911 
5,904,764 

34,657,585 


2,169,434,561 


oe ee 


LIABILITIES 


Capital Paid up .. 
Surplus os ee 
Deposits .. 


Acceptances and Credits 


Engagements 


65,371,539 
65,371,539 
1,856,322,479 
96,255,564 
ee 86,113,440 


2.169,434,561 


Together with its Affiliated Companies the Midland Bank operates 
2500 branches in Great Britain and Northern Ireland, and has offices 
in the Atlantic Liners Aquitania, Berengaria and Mauretania. 
The offices of the Bank in Poultry, London. E.C.2 and at 
196 Piccadilly, London, W.1 are specially equipped for the 
use and convenience of American visitors in London. 


Overseas Branch : 


122 Old Broad Street, London, E.C. 2 


HEAD OFFICE: 5 THREADNEEDLE ST.,. LONDON, E.C. 2 


Automatic Lock, Steel Rein- 
forced, Dust-Proof, Durable. 
Saves 90% of your filing 
costs without loss of effi- 
ciency. 86 sizes. A dealer 
is near you. Insist on seeing 
QUIK-LOKS before buying 
storage files. Write today 


Collapsible 
KAY-DEE 


3616-3644 36th 
Lincoln, Nebr. 


tion. If one can honestly believe that 
withdrawals of savings timed with at- 
tractive lower prices for standard in- 
vestments indicated that the thrifty 
judgment of our people declined to ven- 
ture in stock ownership on the inflated 
prices of September and October, but 
hastened to buy proven dividend payers 
to a large extent during the bargain- 
days of November, does it not furnish 
ground for new confidence and faith in 
the individual judgment of numbers of 
our people? 

For myself, remembering the back- 
ground of educational growth, of average 
intelligence, of numberless proofs of the 
average dependability of mass judgment 
and opinion when fully informed in this 
country, I believe it was an encouraging 


BANCA NAZIONALE 
DI CREDITO. 


HEAD OFFICE IN MILAN 


Capital ........ Lire 300,000,000 fully paid 

Reserve Fund.. Lire 60,000,000 

Deposits (Dec. 31 , 29), over Lire 2,388,000,000 
80 BRANCHES IN ITALY 


REPRESENTATIVE OFFICE IN NEW 
YORK: 76 WILLIAM STREET. 


Affiliated Banks: BANQUE ITALO-FRANCAISE D&S 
c Paris, Marseilles, Nice, Tunis and Gromoalis 
: BANCO ITALO-EGIZIANO, Alexandria, Beni- 
Beni-Suef, Cairo, F Mansurs. Minieh, Mit- 
Tantah; BANCA DALMATA DI SCONTO, Zara. 
Bebenico and 8 lato; BANCA COLONIALE DI CRED- 
ITO, Asmara, 


assaw. 
EVERY DESCRIPTION OF BANKING 
TRANSACTED. 


BUSINESS 


indication which should hearten these 
activities which rest in a democracy, 
upon the proved dependability of indi- 
vidual and common action. 

I have attempted in this perspective to 
show with a background wider than the 
average business man will usually con- 
template, the accelerated speed by which 
human security resting on earning power 
and increasing average possession moves 
to its splendid future. In that future we 
have an opportunity and responsibility. 
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WHAT DO YOU THINK? 


«@ Being a more or less personal talk between the Epvitor and the READER 1@* 


Living Out of the Laboratories 


66 E are virtually living out of the 

research laboratories of the land, 
today,” recently remarked one of the best 
known bankers of the world. 

He referred to the industrial side of our 
life, but banking in recent years has gone 
into research more intensively than ever 
before. The many splendid business con- 
ferences held under the auspices. of the 
American Bankers Association in coopera- 
tion with state associations, or held by state 
associations alone, is ample evidence of a 
developing interest in research outside of 
the research departments of the metro- 
politan banks and the Statistical Depart- 
ments of the Federal Reserve System. Sta- 
tistical Research is becoming, and must be- 


come, the same important adjunct to the 
banking business that laboratory research is 
to industry. 

Throuch his laboratory the industrialist 
makes additional profits by discovering new 
things about his own business, new ways 
to produce, new ways to reduce costs. 
The banker has lately begun to have com- 
parable experiences, and the more he turns 
to research the more of these experiences 
will there be, all tending to make his busi- 
ness safer and more profitable. 


[Put Aside Preconceived Ideas 


6 E present-day banker must find for 

himself and for his institution the 
answer to this question,’ declared L. K. 
Meek, president, Security Bank & Trust 
Co., Ponca City, Okla.: 


“Shall banking service be predeter- 
mined and established without giving 
first consideration to the needs, desires 
and demands of bank customers and 
the businesses these customers repre- 
sent and with the idea that bank cus- 
tomers will adapt their businesses to 
the services which banks think proper 
to provide and offer, or, on the other 
hand, 

“Shall the banker make a careful, 
analytical study of customer business, 
determine its needs, its wants, its re- 
quirements and then by giving these 
first consideration, establish such a 
banking service as will support and 
complement business and provide what 
it needs and wants? 

“In finding the answer to this question, 
let me warn you that the modern banker 
should forget and put aside all precon- 
ceived ideas. He should forget all about 
banking service as it has been conceived, 
developed and rendered in the past. Bank- 
ing service as provided twenty-five years 
ago may have been sufficient in its day. 


It may have met every requirement. It 
may have been all that it needed to be, but 
at most it can be only a background and an 
experience showing the way to present-day 
accomplishment. 

“The progressive banker must remember 
that this is a new day. A day of new op- 
portunities. A day of increasing demands. 
A day in which the old does not meet nor 
satisfy our new requirements. A day in 
which he who attempts to live in the past 
will soon find himself standing on the side- 
lines watching the procession go by. The 
successful banker of the present day must 
first make a careful, systematic, comprehen- 
sive analysis of business, particularly of the 
business of his own community. He must 
determine its needs; its requirements. He 
must consider something of its future de- 
velopment and trend. He must be pre- 
pared to meet new and changing conditions. 
He must provide a banking service that will 
not only meet present needs, but that can 
and will meet new and increased needs and 
demands. Bankers must remember that 
business is not sentimental; that the Ameri- 
can dollar has few prejudices. In the final 
analysis, business goes where it ought to go.” 


Where the Market Place Is 


HAT splendid and oft-quoted line of 

Emerson’s about the world beating a 
pathway to the door of the maker of 
superior mousetraps has a bit of truth in 
it, but it is not the best philosophy for a 
banker—especially a savings banker—these 
days. Instead of beating a path to the 
savings bank too many people are rushing 
past the savings bank in automobiles to 
spend their money for something which 
has been advertised—not once but so often 
and so strongly and with so many colors 
and with such ingenuity that the public 
has come to believe that the advertised 
article is absolutely essential to the common 
welfare. So the fact remains that while a 
man may walk a mile for a cigarette he 
will not go a block to save a few dollars. 

The only way to meet this competition 
is to use the same strategy and the same 
methods that other people are using to get 
business. “Go into the market place,” is 
the advice of John G. Lonsdale, President 
of the American Bankers Association in an 
article in this issue. The market place 
now—the great market place of America— 
is advertising. 


One Hundred Years Ago 


NE hundred years ago this spring the 

editor of a newspaper published in 
New York sagaciously advised his readers 
to go slowly on this new thing called the 
railroad. 


The Savings Bankers 
Advantage 


66 HE advantage at present enjoyed by 
the mutual savings banks is that they 

have nothing to sell and in consequence 
their advice to their depositors or other 
interested enquirers is absolutely disinter- 
ested,” says Austin McLanahan of Balti- 
more, President of the Savings Bank Divi- 
sion of the American Bankers Association. 
“You can appreciate that if you have 
nothing to sell your advice can be quite 
unbiased by the prospect of profit to you. 
“The inexperienced small capitalist is 
constantly being besieged by investment 
houses, not to mention stock salesmen, to 
place some of his money or all of it in 


securities recommended by them, and if he 
turns to another investment house or in 
most cases to his banker, that investment 
house or banker also has something to sell. 

“In many cases he knows not where to 
turn to get a fair experienced and well 
considered, disinterested advice as to the 
investment of his money. Does not this 
afford a wonderful opportunity to the sav- 
ings department to build up a good will 
which will be invaluable to it? 

“Conditions in various communities are 
so different that a policy suitable for one 
may not be the best for another, but, no 
bank can afford to neglect any chance to 
build up for itself confidence and good will. 
It is one thing to get a depositor. It is 
another thing to hold him through the 
years to his and your advantage. Experi- 
ence has proved that nothing is so satisfying 
to the other fellow as an honest effort to 
put yourself in his place, see his problems 
as he does, and give him the benefit of your 
more extended experience in his effort to 
solve them.” 


One Source of Fact 
and Opinion 


HE American Bankers Association at 
its headquarters, 110 East 42d St., New 
York, has for years maintained a library 


devoted to banking and economics. Par- 
ticular attention is given to those subjects 
in banking and economics which have not 
yet been developed to a degree to have 
been the theme of books. The wealth of 
information contained in this library is 
available upon application to members of 
the Association. It is not a circulating 
library for the loaning of books, though 
the bound volumes run into thousands, but 
the Association’s Library is always glad to 
furnish information on any subject related 
to banking or to economics and to point 
to other sources of special information. 
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